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CHAP. XXI. 


How by a return of a favourable Balance the Bank may 
be enabled to pay off the Debrs due to Foreigners, and 
thus deliver the Nation from that Burthen. 


E have ſaid, that the banks in contracting © ,, , +, 
W debts, and mortgaging the property of XXI. 

Scotland to ſtrangers, for the payment of a 
grand balance, really acted as the guardians of the 
public, by interpoſing their credit, and by conſtitut- 
ing themſelves as debtors for the whole; taking for 
their relief, proportional ſecurities upon the effects 
of individuals. 

We have alſo pointed out how, by this opera- 
tion, the maſs of bank ſecurities comes to be great- 
ly augmented. f . 

Before the payment of any balance for the behoof 
of Scotland, the ſecurities in the hands of the bank 
can only be equal ta the notes in domeſtie circu- 
lation, and accumulated profits thereon. Let this 
be called (A). In proportion as theſe notes 
back upon the bank, in a demand for bills to pay 
Vol, III. 3 balances, 
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Boox IV. balances, in the ſame proportion is there a ſum of 
Paar 2. ſecurities added to the former maſs (granted upon 
neu credits given for filling up the void thereby 


occaſioned to circulation) which quantity I ſhall 
call (B). 

(A) then repreſents the ſecurities equivalent to the 
notes in circulation. | 7 

(B) repreſents the ſecurities equivalent to the debts 
contracted by the bank in favour of ſtrangers. 


No let us ſuppoſe trade to become favourable; 


or that the intereſt of the money, which the natives 

had ſent abroad, to inveſt in foreign countries, be- 

gins to flow back: what will be the effect of this? 
I ſay, that this balance will be paid to Scotland, 


either in coin, or in the metals, or in produce, or in 


manufactures, or in bills. 
In every caſe, it muſt be ſuppoſed to be beyond the 


| conſumption of Scotland; otherwiſe it will not be a 


balance in their favour. Whatever part of it, there- 
tore, proves. to be beyond the conſumption of Scot- 
land, will be turned into money. This money muſt 
either conſiſt in the metals, or in foreign bills. If it 
conſiſt in the metals, it will, if coined, fill up, pro tanto, 
a part of circulation; this will make a proportional 
part of bank paper return upon the bank, and ex- 
tinguiſh a proportional part of their ſecurities ; which 
we have called (A). But then there will be more 
coin in circulation than formerly; conſequently, more 
coin will enter into payments made to the bank 
than formerly. But we muſt ſuppoſe, that before 
this favourable turn of commerce, there was com 
enough both in the bank, and in the country for 
the uſes of domeſtic circulation; conſequently, the 


bank will ſend off this ſuperfluity of coin, and with 


it they will refund a part of the debt they formerly 
contracted, | 

Through al! this chain of reaſoning, we muſt always 
ſuppoſe the money in circulation to be a determinate 
ſum; otherwiſe the ſuper-adding this foreign balance 
in coin will not occaſion, as we have faid, a return 


of a proportional part of the bank paper. 
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In the next place, let us ſuppoſe this favourable ba- 


- Cuar. 


lance to conſiſt in foreign bills, upon London, Am- XXII. 


ſterdam, &c. Theſe will be diſcounted by the bank, 


Women 


and notes iſſued for them. The bills will be ſent off 


by the bank, in order ſtill to extinguiſh a part of 


what is owing to foreigners. Theſe notes, again, be- 
ing ſuperfluous to circulation, which we ſuppoſe to be 
full, will return upon the bank, and ſtill diminiſh the 
mas of (A). 

- By theſe operations we ſee how (A) will be con- 
ſtantly diminiſhing ; but then in the ſame proportion 
we ſee how the mals of foreign debts will alſo be di- 
minifhing : conſequently (B), which was engaged for 
them, will be returning to be the free property of 
the bank; and as we ſuppoſe no variation upon-the 
ſum in circulation, we may conſider this as a fort of 
converſion of (B) into (A), and when all (B) ſhall be 
thus converted into (A), then the debt formerly con- 
tracted by the bank, in favour of Scotland, will be 
totally paid off by the ſame method (only inverting 
the operations) by which it was contracted. 


— 


r xx 


Of Banks of Circulation eſtabliſbed on mercantile 
Credit. 


HAVE examined, with all the care I am capable 
of, the nature of banks calculated for the melting 
down of ſolid property, and converting it into paper 


for the uſe of circulation. 


The nature of ſuch banks is but little known in 
countries where they have not been eſtabliſhed, and a 
diſtin& account of them may ſuggeſt hints, which in 
time may prove uſeful. 

People who do not employ their thoughts on the 
theory of trade and.credit, are apt to overlook ob- 


jects of real utility; and thoſe who do, have ſeldom 
B 2 the 
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dees 1V- the opportunity of being informed of the cuſtoms of 
PP Part 2- different nations. Were my experience greater, or 
ad! more opportunities to dive into the receſſes of 
T this great object, the work I now preſent to the pub- 


ad 


lie would better deſerve its attention. +1 
Ino proceed to a deduction of the principles up- 
on which are founded thoſe banks which are prin- 
cipally calculated: for the uſe of commerce; and as the 
ground-work of my inquiry, I ſhall trace ſome of the 
principal operations of the bank of England. 

The eſtabliſnment of this great company was form- 
ed about the year 1694. Government at that time 
having great occaſion for money, a ſet of men was 
found who lent to it about 1,200,0007. ſterling, at 
8 per cent. for the excluſive privilege of banking for 
13 years; with this additional clauſe, that 4000 J. 

ſterling, per annum, ſhould be given them to defray the 
a ce of the undertaking. This ſum of 1, 200,000 J. 
ſterling, was the original bank ſtock. It has been 
ſince increaſed to 11,000,000 J. by farther loans to 
government, for the prolongation of their privileges; 
as has been taken notice of in the 16th chapter of the 
k This ſtock, as in banks of circulation upon mort- 
gage, is only to be conſidered as a ſubſidiary ſecurity 
to the public for the notes they iſſue: were it the 
Principal and only ſecurity for their paper, this bank 
would then be founded on the principle of public, 
not of mercantile credit; under which laſt deno- 
mination we are going to point out in what the 
nature of it differs from thoſe we have already ex- 

plained. | | 
It is a rule with the bank of England to iſſue no 
notes upon mortgage, permanent Joan, or perſonal 
ſecurity. The principal branches of their buſineſs 
may be comprehended under four articles, viz, 1. 
The circulation of the trade of London: 2. The ex- 
chequer buſineſs of Great Britain: 3. The paying the 
intereſt of all the funds transferable at the bank: 4. 
Their trade in gold and filver, I ſhall now ſhortly 
| 1 explain 
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plain the nature of theſe four. great operations; 


2 the circulation of money paid on the account, 
088-11 12 grivieout viiguſtico a 21.4 7 
The grest occupation of the London merchants r 
gages them to ſimplify their buſineſs as much gs. po- 
ble. For this, they commit to brokers every ope-, 
ration which requires no peculiar, talents or ingenuity 


in the merchant himſelf z and, for a like reaſon, they, | 


commit to the bank and private bankers the care of 


their caſh. | I. 3 25 ann een 384 

A Scots merchant begins by drawing money from. 
the bank, for which he pays intereſt : a London mer- 
chant begins by putting money into the bank, for 
which he draws no intereſt at all. 


A London merchant, therefore, can give ng or- 
der upon the bank, unleſs at a time when he has mo- 


ney lodged Wit, / a 
it 4g occaſion for money at any de, be Goa ; 
tothe bank the. bills he bas, before they become que, 
and the bank diſcounts them at certain rates, accord- 
ing to their nature. } 


If it be a foreign bill, the bank in diſcounting it, 


retains of the ſum, at the rate of 4 per cent. per 


annum, for. the time the bill has tg tun; but if the 


bill be at a longer day that 60 days, they will not 
diſcount · it. $6 in this caſe, the merchant muſt keep 
his bill until it is withir 60 days of the term of pays», 
ment. N f 

which ſuch bills ſtand, , is purely mercantile; The 
nearer, therefore, the payment is, the leſs riſk the, 
bank incurs from the Fil 

in it. * 
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The reaſon for this is evident: the ſecurity upon 


ure of thoſe who are bound 
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85 | and 2 
firſt as to the circulation of the trade of London, ,. 
When we ſpeak of the circulation of trade, ve un · vt 


The intention of this operation of diſcounting; - 


bills, is plainly ta employ the caſh in the bank in, 
a way to draw an intereſt for it; but as wer-, 


chants allow theit money to lie dead for as ſhott, 
a time as they poſſibly can, the bank muſt; haye, 
1 5 'B 3 e 
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quiek returns for what they advance upon diſcount, 
in order to be conftently ready to anſwer all demands. 
This is no loſs to the bank, and a prodigious advan- 
tage to trade, as I ſhall briefly explain. rd 

The bank is conſtantly receiving caſh from every 
perſon who keeps their caſh with it. This occaſi- 
ons a conſtant fluctuation of payments, which of 
courfe muſt leave at all times a conſiderable ſum 
of other people's money in the bank; becauſe it ne- 
ver is in advance to any one. . 5 

By long practice in the trade, this ſum of money 
becomes determinate; let us call it the averaye- 
money in the hands of the bank. It is then with 
this average - monty alone, that the bank can diſ- 
count bills. Now if the trade of London does 


afford bills to be diſcounted at different dates with- 


in 60 days, ſufficient to abſorb the whole average- 
money of the bank, appropriated for diſcounting ; 
this branch of buſineſs would not go forward with 
the celerity required for the trade of London, did 
the bank indulge merchants fo far as to diſcount at a 
longer day. | {oaks : 
From this we learn another reaſon why the bank 
of England diſcounts no bill which has more than 
60 days to run. The firſt, mentioned already, is 
for the greater ſecurity of payment; and the (ſecond, 
which we now difcover, is in order to be able to diſ- 
count more bills than otherwiſe they could *do, did 
they diſcount at a longer day. | 
As I am here upon the ſubject of diſcounting bills 
of exchange by the bank of England, an operation 
it has in common with alt the private bankers in 
the capital, I muſt anſwer a queſtion | have frequent- 
ly heard propoſed. | | 
How it happens, that in a city of fo great trade as 
London, it is poſſible that people ſhould be found even 
among merchants, who allow their money to re- 
main in the hands of bankers without intereft ; 
when in Scotland, a place of ſo little trade, intereſt 
may always be got for money for the ſhorreft time? 
The 
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The anſwer to this queſtion; is to be derived from F ä 


the very principles of trade itſelf. 
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bands of the bank, or of bankers, though very, con- 
ſiderable at all times, is in perpetual fluctuation; it 
cannot then be lent to any but a banker, WhO would 
conſent to pay intereſt for the ſums in hand But 
no ſuch banker can be found, nor ever will — 44 
until all the bankers in London conſent to ſuch a 
regulation. The reaſon is plain; One principal uſe 
the bankers, make of the avetage- moncy in their 
hands, is the diſcounting of bills, Who then could 


pay intereſt for money, and diſcount, in compe-. 


tition with others of the ſame trade, who have it for 
nothing ? | #37 14 | 03/46 19613 
But ſuppoſe the bank, and all the bankers in town, 


| ſhould come to the reſolution of giving intereſt, f 


the money in their hands, what would be the con- 
ſequence ? | FO Rk, „nr 
IL anſwer, that upon ſuch an alteration, diſcount 
would riſe above the preſent rates, to the great pre- 
judice of the trade of the nation: and bankers would 
lend the money in their hands upon a more precarious 
ſecurity for the ſake of a higher intereſt. . _ | 

All the landed men who reſide in London, and 
many other wealthy people, not concerned in trade, 
conſtantly keep their money either in the bank, or 
in ſome banker's hand, without intereſt: this ena- 
bles bankers in general to diſcount foreign bills at 4 
per cent. as has been ſaid, even when the rate of in- 
tereſt is rather above that ſtandard. This is, as it 
were, a contribution from the rich aud idle, in fa- 
vour of the trade of the nation. 171 

Let, therefore, gentlemen who have much idle 
money, think of any other expedient than that of 
obtaining intereſt for it, from thole who diſcount 
bills in London. Not one of them can affurd to do 


it, and thrive by his buſineſs; and the hurt which 


would reſult to trade in general, will conſtantly be 
a ſufficient bar againſt a genera} reſolution for that 


purpoſe. 
1 B 4 What 


Boon IV. What has been ſaid, will, I hope, prove ſatisfac- 
PART 2. tory as to the reſolution of the queſtion above pro- 
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„ fo far as regards London. It remains to be 
anſwered, how thoſe who ſupply the place of bankers 


in Scotland, and even the banks themſelves, can af- 


ford to pay intereſt for any ſum put into their hands 
for a ſhort time. N 4785 > 
| Tanſwer, that as to the Scotch exchangers, as we 
have called them, the profits on their trade admit of 
borrowing money at intereſt, which that of the bank 
of England and private bankers cannot dd. If theſe 
laſt can gain 4 or 5 per cent. by diſcounting of bills, 
it is all they can honeſtly expect: every other em- 
ployment of the money in their hands is precarious, 
either as to the ſecurity or promptitude of calling it 
in, to anſwer the demands which are made upon 
As to the Scotch banks, we have ſeen how directly 
contrary to all principles it is, to borrow money 
in Scotland. How it diminiſhes the profits upon 
their own trade, and hurts the circulation of the 


country ; but although it diminiſhes their profit, it 


carries along with it no poſitive loſs to them, as 
would be the caſe with a London banker, who 


would pay intereſt for all the money in his hands, 
when he never can draw any back, except for that 


rt which we have called the average. | 

Every London banker is obliged to have a certai 
ſum of caſh conſtantly in his cheſt, the intereſt of 
which would be all loſt, did he pay for it: whereas 
the exchangers in Scotland never have a ſhilling by 
them; and when any demand is made upon them, 
they draw the money from'the banks, in conſequence 
of their credit by caſh accompts. 

Beſides foreign bills, which the bank of England 
diſcounts at 4 per cent. they alſo diſcount inland bills, 
and notes of hand between merchants in London, at 
5 per cent. | | 

The inland bills to be diſcounted at the bank muſt 
all be payable in London. The bank calls in no mo- 
ney from any diſtant quarter of the kingdom. 

As 
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the bank ſhould advance them money upon perſonal 
ſecurity, in cale the notes were drawn for obtaining 
credit, in place of paying money really due between 
the merchants, in the courſe of buſineſs, the clerks 
of the bank keep a watchful eye over this branch 
of management, and, by examining the reciprocal 
draughts of merchants between themſelves, they ca- 
fily acquire a knowledge of the ſtate of their affairs, 
and are thereby enabled to judge how far it is expe- 
dient to launch out in diſcounting either the notes or 
bills wherein they are concerned. TIP 

I ſhall not pretend to aſſign a reaſon why, in the 
price of diſcount, the bank makes a difference of 1 
cent. between foreign and inland bills of exchange. It 
may either be an indulgence and encouragement to 
foreign trade; or it may be upon the conſideration of 
the better ſecurity of foreign bills, which commonly 
paſs through ſeveral indorſements before they are of- 
fered to be diſcounted at the bank. | 

come next to the circulation between the bank 
and the exchequer. 

The bank of England is to the exchequer, what a 
private perſon's banker is to him. It receives the 


caſh of the exchequer, and anſwers its demands. 


Caſh comes to the exchequer from the amount of 
taxes. The two great branches of which are the ex- 
ciſe and cuſtoms. To explain this operation with 
the more diſtinctneſs, I ſhall take the example of the 
exciſe. 

The exciſe is computed to bring in annually from 
London, and the fifty two collections over all Eng- 


land, nett into the exchequer, above four and a halt 


millions ſterling. 

The fifty two collectors ſend the amount of their 
collections to London eight times a year, almoſt entire- 
ly in bills. As the ſame may be ſaid of the remit- 
tances of all the other taxes, we may from this circum- 
ſtance obſerve by the way, that London alone muſt 
| conſtantly 


. 9 
As the diſcounting of notes of hand between Lon- Cugr. 
don merchants might operate the ſame effect, as if XXII. 
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Boox IV, conſtantly owe to the country of England a ſum equal 
PaxT 2. to all the bills drawn upon it; that is to ſay, to all the 
taxes which the country pays: a circumſtance not to be 
overlooked, from which many things may be learned, 
as will be taken notice of in the proper place. | 
The bills ſent by the fifty two collectors, are drawn 
payable to the commiſſioners of exciſe ; they indorſe 
them to the receiver general; he carries them to the 
bank as they fall due, and gets a receipt for the 
amount ; this receipt he carries to the exchequer, 
who charge it in their account with the bank, and de- 
liver tallies to the receiver general for the amount-of 
his payments; theſe tallies he delivers to the com- 
miſſioners of excite, who enter them in their book of 
rallies. This operation is performed once every week, 
and ſerves as a diſcharge from the commiſſioners to 
the receiver general. | | 
The bank, again, keeps an account with the ex- 
chequer, which 1s ſettled once every day, by two 
clerks, who go from the bank to the exchequer for 
that purpoſe. When coin is wanted by the exchequer, 
for payments where bank notes will not anſwer, the 
coin is furniſhed by the bank; when paper will ſerve 
the purpoſe, paper is iſſued, 
Beſides this operation in the receipt of taxes, the 
bank advances to government, that 1s to the exche- 
quer, the amount of the land or other taxes impoſed, 
which are to be levied within the year. This we fee is 
a loan upon government ſecurity for a ſhort term, quite 
eonſiſtent with the principles upon which the bank is 
eltabliſhed. The large ſums the bank is conſtantly re- 
ceiving of public money, and the great aſſiſtance it ob- 
tains from thence in carrying on the other branches of 
their trade, enable it at preſent to make advances of 
money to government at 3 per cent, It obſerves the 
ſame rule with reſpect to the great companies of the 
Eaſt Indies, and South Sea, for the ſame reafon : but 
no advances are made to private people; and in diſ- 
counting of bills and notes of hand, the regulations 
above mentioned are adhered to. - 
. | hus 
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Thus the whole amount of taxes is poured into the Cn. 


bank, in the manner we have been deſcribing. 


The bank alſo keeps the transfer books of all the 


funds negotiated at the bank; and out of the public 
money in its hand, it pays the intereſt of thoſe debts, 
for which government allows to the bank a ſum pro- 
portioned to the expence of that branch of manage- 
ment. | Foul 

When the bank, as a company, lends to govern- 
ment upon a permanent fund, the capital whereof is 
not demandable, this operation is foreign to their bu- 
ſineſs as a bank, and is conducted by the company, 
as an article of management of their private property. 

Let us now examine by what channels their nores 
enter into circulation, and the ſecurity upon whiety 


they ſtand. 


When iſſued in the difcount of bills, they ſtand 
upon the principles of mercantile credit, and depend 
upon the goodneſs of the bills diſcounted. When 
iſfued upon the faith of taxes to be paid within the 
year, they ſtand upon the fecurity of that payment, 
which is of a very complex nature, as any one may 
perceive. As long as the inhabitants of England con- 
ſume exciſeable goods, the exciſe will be paid: as 
long as trade goes on, cuſtoms will be paid: and as 
long as government ſubſiſts, the collateral ſecurity of 
the ſtare will ſerve to make up all deficiencies in the 
amount of taxes. No ſecurity, therefore, can be bet- 
ter than the notes of the bank of England, while go- 
yernment ſubſiſts. The loſſes that great company 
meet with from bad debts, I am informed are very 
inconfiderable. | 2 

The greateſt riſk the bank runs, is in diſcounting 
bad bills; but bv the extent of their buſineſs in this 
branch, and by circulating the caſh of all the mer- 
chants who keep accompts with them, they acquire 
ſo perfect a knowledge of the ſtate of their affairs, that 
it rarely happens that any one can fail for very con- 
ſiderable ſums, without the bank's having a previous 
notice of it. A ſudden loſs may no doubt happen, 
without a poſſibility of being foreſeen; but the mat- 

rer 
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Ka ter of fact proving that their loſſes upon bad bills are 
Ar 2. 1 we may thence infer «that there is 
daes liule myſtery to the bank, with regard: to the.cre- 


* cite London merchants. =} 
_ Frome now to the laſt branch of their management, 
10 wit, their trade in gold and ſil ver. 


- For the circulation of bank notes, coin is neceſſary. 
We have ſeen, in treating of the Scotch ual wy how, 
coin is brought in: to wit, in conſequence of all the 
payments made to the bank, in which there muſt be 
a proportion of coin equal to what is found in com- 

mon circulation. What is not paid in coin, comes in, 


in their own notes, which are thereby taken out of the 


circle; and conſequently make place for a ſubſe- 
= hk which iſſues in the manner we have de- 
e 
In times of peace, and ff bourable balance of trade, 
the bank ſuffers little by the obligation it is under to 
pay in coin, except ſo far as the great confuſign of the 
preſent currency affords an occaſion to mo | 
to melt down: the new guineas. The extent of this 
traffic I am-no judge of, and the bank no daubt has 
an intereſt in preventing it as far as the Jaws. have | 
provided a remedy againſſ it. | 
But when large payments a are to be — abroad, . 
the diſtreſs ofithe bank is no doubt very great. | 
In Scotland, the banks, upon ſuch — are 
wou drained of coin. They have no market for 
the metals; becauſe they have no mint to manufac- 
ture them into coin. It is different with reſpect to 
the bank of England; their diſtreſs e Woman. 
other cauſe. | 
The exportation of the heavy ines in time of 
war, and of a wrong balance upon t trade of Eng- 
land. leaves circulation provided witty. light cur- 
rency, in whichthe bank is obliged to pay their notes; 
and the intrinſie value of the gold in which they pay, 
tegulates the ptice of the metals they are obliged to 
huy./at; market. I they provide them themſelves 
ſtom abroad, they muſt pay the price of them in bills 
of exchange. But then the lightneſs of the currency 
” at 


oy 
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at home, ſinlæs the value of the pound ſterling; 1 CA 
raiſes the value of the ounce of gold and filver. | So ,, 
the only conſiderable loſs they incur, is in providing 
the metals, which muſt ever be cunſiderable, ſo long WO 
as the old guineas remain in circulatio .. 
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The loſs upon coining ſilver is ſtill greater than 
upon gold; becauſe, beſides the loſs incurred by re-— 


ſon of the lightneſs of the gold, the metals in the ſii?n. 


ver and gold coin of Great Britain, are not propor- 9 
tional to the value they bear in the London harket, 4 
where they have been bought, as has been Wfficciently * 
explained already in another place“. rot ht, 

It is with great diffidence that I e 
dient to a company fo knowing in the arts anch ſcience 
of trade, for preventing, in a great meaſure, this loſs 
in providing the metals for the uſe of circulation. The 
bank is directed by long experience, and by a Know- 
ledge of many facts and circumſtances hid from me; 


* 


founded chiefly upon reaſoon. 


and whieh, therefore, I cannot comhine into a theory 


= * 
The expedient I propoſe has been pointed out in the 
preceding parts of this inquiry, and I only recapitulate 
it briefly in this place, to recal it to mind while we are 


on the ſubject of the bank of England. | 
Firſt, then, while the coin is of unequal weight, the 
value of the currency never can be permanently the 


| ſame. Did the bank ſeriouſly ſer about forming a 


plan for the reformation of the coin, I have no doubt 
but government, as well-as the voice of the nation 
would go along with it in forwarding the execution, 


of ſo noble a deſigg. 


The ſecond ſtep I would recommend, is that go» 


vernment ſhould enable the bank to eſtabliſh a fund 


in Holland, Antwerp, Hamburg, and perhaps at Ca- 
diz and Liſbon, for borrowing (though at a high 
intereſt) ſums of money equal to what may be due by 
England to the continent upon certain emergencies. 
cannot pretend to lay doun any plan for this ope- 
ration; but I proceed upon this principle: that if on 


See Book Ni. Chap. 21. Qveſt. 7. A 
like 
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Voor IV. like occaſions the Britiſh government can find credit 


Far 2. to borrow ſo large ſums for the uſes of war, at a 


moderate intereſt, ſurely the bank of England may 
imitate her example for the uſes of trade; and had ſhe 
a credit abroad, upon which ſhe could draw, I think 
it muſt follow, the coin of the nation _— be kept 
at home. 

have been an eye witneſs to large pen in new 
Engliſh guineas thrown into the melting pots of the 
Dutch mints, for the ſmall profit of leſs than 1 
cent. gained by coining them into ducats. A imall 
duty impoſed upon coinage in the Engliſh mint, would 
prevent this practice abroad; and then Britiſh coin 
would come ſafe back again upon every return of a fa- 
vourable balance on their trade. At preſent it comes 
home in bullion, which the bank muſt buy dear; the 
ſtate muſt coin at a conſiderable expence and the 
bank after all muſt give it to circulation at the mint 
price, which is many per cent. below prime coſt, as 
matters have ſtood for ſeveral years 

From this review of the conſtitution of the bank of 
England, and of the principles upon which it is found- 
ed, we may diſcover how impoſſible it is, that banks 
upon mortgage and private credit, can ever receive 
any conſiderable aſſiſtance from it; and how ground- 
leſs all inſinuations concerning its jealouſy of ſuch 
companies muſt be. 

A more natural object of its jealouſy is that of the 
London bankers, who carry on a trade ſimilar to its 


own, in many reſpects, and who, in the courſe of 


their buſineſs, draw from it very large PRINT 
coin. 

This, however, occaſions no ill will on the part of 
the bank, The trade of London requires the aſſiſtance 
of all the bankers there, as well as of the bank. Were 
it otherwiſe, the bank, by diſcounting bills at leſs pro- 
fit, might ſoon oblige them to ſhut up ſhop. In this 
view of the matter, the drawing coin from the bank 
cannot be prevented. 

The bankers call for no more than their buſineſs 
requires, Could the bank, therefore, circulate the 
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whole trade of London, the conſequence would be, to CHN. 
iſſue as much coin as at preſent: and the coin which XXII. 


iſſues from bankers, like to that which iſſues from 


the bank, if it be for the uſes of domeſtic circulation, 


returns to the bank in proportion as it iſſues: and if 


it be for payment of a foreign balance, the bank knows 


well that the expence of providing for that, muſt land 
upon it, in ſpite of every method to prevent it. 

I muſt now explain the difference between the ef- 
fects produced upon the circulation of coin, by the 


operation of banks eſtabliſhed upon mortgage and 


private credit, and by thoſe of the bank of England, 
which we have ſaid to be eſtabliſhed upon mercantile 
ſecurity. 

The conſequence of a bank upon mortgage, is to fill 
the nation with paper money, and to reduce the quan- 
tity of coin to the loweſt ſum poſſible. For the truth 
of this propoſition, I appeal to the experience of Scot- 


land, and of Rome, where banks upon mortgage, 


and moveable pledges, are found eſtabliſhed. From 
theſe facts, and from the principles of their conſti- 
tution, which is to melt down property into money, 
it follows, that when the credit of ſuch money is well 
eſtabliſhed, the coin, which is the money of the 
world, will be employed in trading with the world, 


and the paper, which is the money of the ſociety, will 


be employed in trading with the ſociety. 

The conſequence of this is, that when the balance 
of trade runs againſt a. country where banks upon 
mortgage are eſtabliſhed, the coin firſt goes out; and 


when, by borrowing, it can be brought back, the in- 


tereſt paid for the coin borrowed, adds an additional 
balance againſt the country, until the whole revenue 
of it becomes the property of other nations. From 
this we may conclude, that the eſtabliſhment of ſuch 
banks-is as dangerous a weapon in the hands of an 
idle nation, as an extenſive credit is to the family of 

a young ſpendthrift. 
But let us conſider the 'conſequences of ſuch banks 
to an induſtrious people, who preſer ve, upon the ave- 
| | | rage 
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Boeox IV. rage of their trade, a favourable balance with other 
Pair 2. nations e . 
— 3 
The coin, then, goes out to return, and ſerves as a 
check upon the courſe of exchange. | here ſuppoſe 
proper regulations in the mint, and an entire hberty 
to export coin, Permitting the exportation of coin 
where you have a mint, for paper to ſupply its place, 
and a favourable balance on your trade to bring it 
back, is like eſtabliſhing twouſhops for the courſe of 
exchange. If the exchanger will not ſerve trade at 
the price of tranſportation and inſurance, the coin will 
do it for him. ; þ 
In ſuch a country, a bank, properly eſtabliſhed, 
will find great profit upon the intereſt of their notes, 
notwithſtanding of the obligation to provide, at all 
times, the quaytity of coin neceſſary for circulation. 
All the great objects of trade will then be fulfilled; the 
reſt muſt be left to the operation of political caules, 
If the balance of the trade of ſuch a country ſhould 
have the effect of bringing in an addition of coin, 
which, becauſe of the paper, would become unneceſ- c 
I 


ſary for circulation; this coin, or the value of it, will 
either be added to their ſtock in trade, or will be lent 


to other nations. This is the caſe of the Swiſs : they t 
are an induſtrious and a frugal people; they receive 
annually from their trade, and from the ſervice of » 
their citizens in many countries in Europe, a conſtant " 
addition to their wealth, more than- their trade de- 6 
mands, which they lend to their neighbours , by theſe 
means they increaſe the revenue of the ſociety; and ye 


this increaſe has effects almoſt ſimilar to an extenſion 
of their territory; becauſe it is a means of increaſing q 
their population beyond the proportion of the natural | 
produce of their lands; and the food they import b 
from Germany and other countries, is paid with the Y 
money which ariſes from the intereſt of what they 
have lent abroad. All theſe operations are the conſe- 


quences of credit and circulation. ” 
In a country where a mercantile bank is eſtabliſhed, My 
the melting down of property is greatly circumſcrib- * 


ed; and conſequently coin becomes more 3 
a e 
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and what proportion of paper will be neceſſary for 


carrying it on. 
circulation upon morigage, multiply paper ſo mi 
that little coin is required. 

Let us now examine how far the paper of a mer- 
cantile bank, like that of England, tends to ſupply the 
demand of circulation. | 

Were no bank eſtabliſhed. at London, all bills 
would be paid, or diſcounted in coin. 

The bank, therefore, melts down . into paper, mo- 
ney all the bills diſcounted by them, and; throws it 
into circulation, 

It alſo melts down into paper all the ſums it ad- 
vances either to government, or to the great trading 
companies. In this reſpect it acts upon the principle 
of banks upon mortgage. | 

It alſo melis down into paper all the intereſt, upon 
the public funds diſcounted at the bank. All this 
ſum of paper iſſues from the bank into the city, of 
London, and 8 inte the 8 F 
that great capital. 

Let us next examine bow this paper can find its 
way into the country of England, there to fupp! y the 
uſe of coin. 

The whole conſumption of London for meat, beer, 
fire, and an infinity of articles of manufacture for do- 
meſtic uſe and foreign exportation, comes from the 
country of England, | 

Did the country owe nothing to London, the ſums 
due for thoſe commodities would be ſent- into the 
country in the current circulation of London, which, 
by what we have ſeen, abſorbs a very large quantity 
of paper. 

But we have faid above, that the whole amount of 
taxes, almoſt, is remitted to London in bills: this 
could not be the caſe, were not the capital con- 
ſtantly indebted to the country. This circumſtance 
confines the circulation of bank notes chiefly to Lon- 

Vo“. III. C don, 


Theſe circumſtances, under banks 5 
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We have often ſaid, that a circulating value (mo- Cu « 55 
ney) muſt conſtantly- bear a proportion to alienation, XXII. 
Circumſtances will determine hat proportion of coin 
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Boot IV. don, and ſome other cities, to which the inhabitants 
Paar 2. of London reſort, and whither they carry in their 
— pockets the money of the capital, viz. bank notes. 
or theſe reaſons, bank notes can never be common 
in the country: and if, at any time, a ſcarcity of ( 
currency there, proves hurtful to induſtry, the defect 
cannot be remedied but by eſtabliſhing banks of cir- 
culation upon mortgage in the principal towns of 
RSS 5054 2 | 95 
lt may be here objected that ſuch a regulation in v 
England, where there is already ſo great a bank ſet- tl 
tled on different principles, might draw along with d 
it the following hurtful conſequences, viz. | 
149, By multiplying the circulation of paper it of 
would ſend off the coin. | | 
24o, The taxes would be paid in this paper, which Fi 
could not be received at the bank of England, and th 
that would throw the whole nation into confuſion. m 
To which I anſwer, 1. That if the coin were ſent th 
off, it would return, as has been ſaid, while the I pe 
trade of England flouriſhes : and 2. That this new 
bank paper coming in place of the coin would no more by 
be ſent to London than coin is is ſent now. The debts all 
due by the country for taxes, would be compenſated IF gu: 
by the reciprocal debts due by London for ſubſiſt- IF it, 
ence, &c. and the compenſation would go on as at I vb 
preſent by bills: but were the caſe otherwiſe, and 
did a change of circumſtances oblige the country to I XI 
make delivery in coin to London, the holders of the ¶ fou 
country notes would conſtantly, as is the cafe in Scot- © vp» 
land, have recourſe to the bank eftabliſhed in the di- | 
ſtrict, for the coin wanted to be ſent to London. the 
When I accidentally, as at preſent, happen to ap- rup 
ply a principle to a particular caſe, whereby an in- | 
novation is implied, I conſtantly fear a ſecret rebuke Mduir 
from many impatient readers. I therefore beg a little s 
indulgence upon account of my good intention, which 


is only to ſupport ideas to be approved of, or rejected nter 
by thoſe who have the capacity to form plans upon In 
; raue 


them, and power to put them in execution. 
CHAP. 
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C HAP. XXII. 


Of the firft Eſtabliſpment of Mr. Law's Bank in France, 
in the Tear 1716. | 


I N deducing the principles of credit, f have it chiefly 
in view, to ſet in a fair light, the ſecurity upon 
which paper-money is eſtabliſned: and as I imagine, 
this important branch of my ſubject will ſtill be ren- 
dered more intelligible, by an example of the abuſe 
to which this great engine of commerce is expoſed, I 
now propoſe to give my reader a ſhort account of 
the famous bank of circulation firſt eſtabliſhed in 
France by Mr. Law; but afterwards proſtituted (whe- 
ther by defign, or by fatality, I ſhall not here deter- 
mine) to ſerve the worſt of purpoſes; the defrauding 
the eons ot the ſtate, and a multjude of private 
ons. 

So dreadful a calamity brought upon that nation, 
by the abuſe of paper credit, may be a warning to 
all ſtates to beware of the like. The beſt way to 
guard againſt it, is to be appriſed of the delu ſion of 
it, and to fee through the ſprings and motives by 
which the Miſſiſippi bank was conducted 

After the death of the late King of France, Lewis 
XIV. the debts contracted by that Monarch were 
found to extend to 2000 millions of li: res, that is, to 
upwards of 140 millions ſterling. | 

It was propoled to the Duke of Orleans, regent of 
the kingdom, to expunge the debts by a total bank- 
ruptcy. This propoſal he rejected nobly; and inſtead 
of it, eſtabliſhed a commiſſion (called the Via) to in- 
quire into the claims of ſuch of the nations creditors 
as were not then properly liquidated, nor ſecured by 
the appropriation of any fund for the payment of the 
ntereſt. | 

In the courſe of this commiſſion, many exorbitant 


rauds were diſcovered ; by which it appeared, that 


aft ſums of debt had been contracted, for no adequate 
alue paid to the King. 


GH After 
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Boox IV. After many arbitrary proceedings, this commiſſion 


Parr 2. threw the King's debts, at laſt, into a kind of order. 


Thoſe formerly provided for were all put at 4 per. 
cent. The creditors to the amount of fix hundred 


millions, which had not been liquidated, nor provided 


for, had their claims reduced, by the commiſſion, to 
two hundred and fifty millions; for which they ob- 
tained notes of ſtate, ( Billets d'etat, as they were call- 
ed) bearing an intereſt of 4 per cent. allo. | 

Theſe operations performed, the total debts of the 
late King were reduced to the ſum above mentioned; 
to wit, two thouſand millions; bearing an intereſt of 
4 per cent. or eighty millions per annum. 

From the neceſſities of government, and the di- 
ſtreſſed ſituation of the kingdom, this intereſt was ill 
paid: and there hardly remained, out of an ill paid 
revenue, wherewith to defray the expence of the civil 
government, , 

About this time Mr. Law preſented to the Regent 
the plan of a bank of circulation. 

For the better underſtanding this affair of Mr. Law's 
bank, and the views he had in eſtabliſhing it at that 
time, I muſt give a ſhort account of the moſt mate- 
rial variations of the French coin, before and after the 
King's death, 1ſt September 1715; which I ſhall make 
as ſhort as poſſible, conſiſtently with perſpicuity. 


CHAP. XXIV. 


Account of the variations of the French coin Some time 
before and after the death of Louis XIV. 


1 N 1709, there was a new general coinage in France; 

L by which operation the King gained 232, per cent. 

upon all the ſpecie coined. (Dutot, vol. 1. p. 104.) 
Out of the marc of ſtandard gold were coined 30 


louis d'ors, of 20 livres denomination each. Out of 


the marc of ſtandard ſilver, 8 crowns, of 5 livres de- 
| nomination 


fore explain it. 
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nomination. each: ſv that the filver was put at 40 Canal ; 


livres the mare But, | 


Buy edict of the month of September 191 2, the Gd. 


King appointed a diminution of the denomination of 
ſilver and gold coins; by which, after eleven ſueceſ- 
live changes, the coin of France was ordered to be 
brought down, from 40 livres the marc, to 28: ſo 
that the 8 crowns, which were called 40 livres in the 


month of September 1713, by the 2d day of Septem- 


ber 1715, (the day after the King's death) were to be 
called only 28 livres. I ſay called, becauſe certainly the 
crowns had ſuffered no variation but in their name. 

On the 1 3th of Auguſt 1515, (a few days before 
the King's death) he iſſued a declaration; ordering 
that for the future the coin ſhould remain at 28 livres 


per marc, | 


From this I conclude, that his intention was to 
leave, at his death, the coin of his kingdom of the 
ſame ſtandard he had found it to be at the beginning 
of his reign, and at which he had preſerved it inva- 
riably, during the flouriſhing ſtate of his kingdom, for 
the ſpace of 46 years; that is, until the year 1689. 

He could not fail to be ſenſible of the infinite pre- 


judice occaſioned to debtors and creditors by the va- 


riations he had practiſed upon the coin from 1689. 

To this ſtandard, then, it was brought the very 
day after his death, and no ſooner: therefore his debt 
of two thouſand millions of livres ſhould regularly be 
eſtimated according to that rate; or at about 40 ſhil- 
lings ſterling for every 28 hvres: 40 ſhillings being, 
within a trifle, the value of 8 ounces or one marc of 
ſtandard filver, Paris weight. 

Ar this rate of converſion, the two thouſand mil- 
lions were equal to 142, 857, 140 [ ſterling, 

Soon after the King's death, on the 2d of January 
1716, the new miniſtry iſſued an edict, which totally 
deſtroyed all. This was the moſt extraordinary ope- 
ration, I believe, ever invented; and to it was owing 
the eſtabliſhment of Mr, Law's bank: I muſt there- 
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Boox IV. There had been no general coinage ſince 1709 

Paar 2. the louis d'or had then been coined at 20 livres, and 
the crowns at 5, as has been ſaid. The edict of 2d 
January 1716, ordered a new general coinage, on the 
lame footing, both as to weight, fineneſs, and deno- 
mination, as that of 1709: the only difference was, 
that the firſt had an old man's head upon it; the 
other had that of a child of ſix years old. g 

By this firſt operation, there was an end put to the 
former diminutions on the denomination of the coin; 
which was now raiſed again to 40 livres the marc, as 
in 1709 *®. This is nothing: 

There being no difference between the old coin 
and the new, except the ſtamp, the old coin was 
called in, and a new face was ſtamped on the very 
ſame pieces. But when the louis d'ors were called in, 
they were received at the mint at no more than 16 
livres; and by a ſtroke of the wheel, they were, in 
an inſtant, converted into 20 livres, the denomina- 
tion of the new coin. | 

Thus a perſon who brought 20 old louis d'ors to 
the mint, received back 16 of his own 20, new ſtamp- 
ed, and no injuſtice was ſaid to be done, from this 

_ demonſtration of miniſterial algebra, viz. 16 x 20 = 
20 X 16. Can any thing be more clear and inſtruc- 
tive! Some of my readers may not give credit to 
this; but it is true nevertheleſs. 

Under theſe circumſtances, it was natural for the 
inbabitants to wiſh to diſpoſe of their old coin, at any 
other market than at the King's mint. They did 
what they could to ſmuggle it to Holland ; where the 
induſtrious Dutchman ſtamped a 16 livre piece with 
the head of a child, as well as the King of France 
could do, and ſent it back to France for a 20 livre 
piece. Theſe operations were prevented: as well as 


* Here is alſo an operation upon debts. The day before this 
ediR, that is, the 1ſt of January 1716, the value of the King's 
debts was (as has been ſaid) above 142 millions ſterling : but an 
edict comes, raiſing the coin to 40 livres per marc ; and con- 
— reducing the debts to the value of 100 millions ſter- 

ng. 
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r could; and every method was tried to * | 


ce in the old coin to the mint. I 
Mr. Law judged this a very proper occaſion to form 
the plan of a bank of circulation, upon the principles 
we have already explained. 

He gave in his ſcheme to the Duke of Orleans; by 
whom it was approved of; and the bank was eſta- 
bliſhed the 2d of May of the fame year 1716. 

The firſt thing Mr. Law did, was to buy up with 
bank notes this old coin, at a price above what the 
mint gave, but many per cent. below the proportion 
of its value: his paper (payable in the new coin at 
40 livres per marc) was run upon for this, as well as 
other reaſons; and an immenſe profit enſued. 

This anecdote, I think, is curious, and tends to 
unfold Mr, Law's combinations, in the propoſal he 
made to the Duke of Orleans for erecting a bank at 
this period of time. | 


| CHAP. XXV. 
Continuation of the Account of Law's Bank. 


HE bank accordingly was eſtabliſhed in favour 

of Law and Company, by letters patent, of the 
2d of May 1716. The Company was called, the 
General Bank ; and the note ran thus : 

The bank promiſes to pay to the bearer at ſight— 
livres, in coin of the ſame weight and fineneſs with 
the coin of this day, value received at Paris. 

The firſt fund of this bank conſiſted in 1200 ac- 
tions (or ſhares) of one thouſand crowns, (or 5000 
livres) bank money, ia all hx millions; the crown 
being then 5 livres, 8 to the mare; filver coin at 40 
livres per marc, as has been faid ; which makes this 
livre juſt worth one ſhilling ſterling: conſequently, 

C4 the 
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Boox IV. the ſhares were worth 250]. ſterling, and the bank 
Paar 2. ſtock worth 300,000]. ſterling, . 


- 


By the claule in the note, by which the bank was 
obliged to pay according to the then weight and fine- 
neſs of the coin, thoſe who received their paper were 


ſecured againſt the arbitrary meaſures common in 


France of raiſing the denomination of the coin; and 
the bank was ſecured againſt the lowering of it. In 
a ſhort time moſt people preferred the notes to the 
coin; and accordingly they paſſed for 1 per cent. more 
than the coin itſelf, 

This bank ſubſiſted and obtained great credit, un- 
til the 1ſt of January 1719: at which time the King 
reimburſed all the proprietors of the ſhares, and took 
the bank into his own hand, under the name of the 
Royal Bank *. | 

pon this revolution, the tenor of the note was 
changed. It ran thus: The bank promiſes to pay 
to the bearer, at ſight, livres, in filver coin, 
value received at Paris. | | 

By this alteration, the money in the notes was 
made to keep pace with the money in the coin; and 
both were <qually affected by every arbitrary varia- 
tion upon it. This was called, rendering the paper 
monnoie fixe; becauſe the denominations contained in 
it did not vary according to the variations of the coin ; 
I ſhould have called it monnoie variable; becauſe it 
was expoſed to changes with reſpect to its real value. 

Mr. Law ſtrenuouſly oppoſed this change in the 
bank notes. No wonder! it was diametrically oppo- 
ſite to all principles of credit. It took place, however; 
and no body ſeemed diſſatisfied : the nation was rather 
pleaſed : ſo familiar were the variations of the coin 


in thoſe days, that no body ever conlidered any thing 


* Here the bank departed from the principles of private and 
mercantile credit, upon which Law had formed it, and pro- 
ceeded upon thoſe of public credit, Public credit in France 
is the credit of the Sovereign ; the ſolidity of which depends 
upon the maxims which he follows in the courſe of his admini- 


ſtration. 
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with regard to coin or money, but its denomination: Cu a. 


the conſequences of the variations in the value of de- XXV. 
nominations, upon the accompts between debtors © 4 


and creditors, were not then attended to; and the 
credit of the notes of the royal bank continued juſt 
as good as that of Mr. Law; although the livres in 
this contained a determinate value; and the livres in 
that could have been reduced at any time to the va- 
lue of halfpence, by an act of the King's authority, 
who was the debtor in them. Nay more, they in fact 
ſtood many variations during the courſe of the ſyſtem, 
without ſuffering the ſmalleſt diſcredit. This appears 
wonderful; and yet it is a fact. a 
Political writers upon the affairs of France at this 


period, ſuch as De Melon, Savarie, Dutot, and others, 


abundantly certify the incredible advantage produced 
by the operations of Mr. Law's bank; and the chain 
of events which followed, in the years 1719, and 
1720, when it was in the King's hands, ſnew to what 
a prodigious height credit aroſe upon the firm foun- 
dation laid by Mr. Law -v. 

But 


* Dutot, ſpeaking of the great value of paper in notes and ac- 
tions, throws out ſeveral reflections, in the paſſage I am now to 
tranſcribe from him, which, at the ſame time that they prove the 
great advantages reſulting to France from the eſtabliſhment of 
credit among them, abundantly evince how lame this author's 


ideas were concerning the principles of paper credit, and of cireu- 


lation, He ſays, (vol. ii. p. 200.) © This paper was indeed juſt 
ſo much real value, which credit and confidence had created, in 
** favour of the ſtate: and by this ſum was circulation augment- 
ed, independently of all the coin which was then in France.” 

«© Upon this revolution, lenty immediately diſplayed herſelf 


*« thro” all the towns, and all the country. She there relieved 


** our Citizens and labourers from the oppreſſion of debts, which 
** indigence had obliged them to contract: ſhe revived induſtry : 
© ſhe reſtored that value to every fund, which had been ſuſpend- 


ed by thoſe debts: ſhe enabled the King to liberate himſelf, - 


and to make over to his ſubjects, for more than fifty- two mil- 
lions of taxes, which had been impoſed in the years preceding 
1719; and for more than thirty-five millions of other duties, 
** extinguiſhed during the _ This plenty ſunk the rate 
* of inteteſt; cruſhed the uſurer ; carried the value of lands to 


** eighty and a hundted years purchaſe ; raiſed up ſtately edi- 


fices both in town and country; repaired the old, which were 
« falling 
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Boox IV. But alas! the ſuperſtructure, then, became ſo far 
Paar z. beyond the proportion of the foundation, that the 


whole fabric fell to ruin, and involved a nation, juſt 
emerging from bankruptcy and inanition, into new 
calamities, almoſt equal to the former. 
As long as the credit of this bank ſubſiſted, it ap- 
pou to the French to be perfectly ſolid. The bub- 
le no ſooner burſt, than the whole nation was thrown 
into aſtoniſhment and conſternation. No body could 
conceive from whence the credit had ſprung; what 
had created ſuch mountains of wealth in ſo ſhort a 
time; and by what witchcraft and faſcination it had 
been made to diſappear in an inſtant, in the ſhort 
period of one day. 


Volumes have been ſince writ in France, by men 
of ſpeculation, in order to prove, that it was a want 


of confidence in the public, and not the want of a 
proper ſecurity for the paper, which occaſioned this 


downfal. 


This, if we judge by what has been writ, has been 
the general opinion of that nation to this day : and 


ſince it was found impoſſible, in France, to create con- 


fidence in circulating paper, which had no ſecurity for 
its value, many people there, and ſome even among 
ourſelves, conclude, that a great part of the wealth 


« falling to ruin; improved the foil; gave a value to every 
fruit produced by the earth, which before that time had none 
« atall. Plenty recalled thoſe citizens, whom miſery had forc- 
* ed to ſeek their livelihood abroad. In a word, riches flowed 
in from every quarter. Gold, filver, precious ſtones, orna- 
ments of all kinds, which contribute to luxury and magnifi- 
** cence, came to us from every country in Europe. Whether 
<< theſe prodigies, or marvellous effects, were produced by art, 
by confidence, by fear, or by whim if you pleaſe, one muſt 
agree, that that art, that confidence, that fear, or that whim, 
had operated all theſe realities which the ancient adminiſtra- 
tion never could have produced. 


« What a difference in the fituation of Pines 0 the begin- 
* ning of the regency, and the ſituation in which ſhe was in 


November 1719! 
Thus far the ſyſtem had produced nothing but good: eve- 
ry thing was commendable, and worthy of admiration.” Theſe 


are the ſentiments of Dutot, concerning this ſyſtem of paper 


of 


credit. 
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of Great Britain, which conſiſts in paper, well ſecur- Cure. 


ed, is falſe and fiQtitious. - XXVI. 
; I ſhall now proceed to ſet before my reader the 
great lines of the royal Miſſiſippi bank of France from | 


the 1ſt of January 1919, to the total overthrow of all 


. credit, upon the fatal 2iſt day of May 1920. This 
. was a golden dream, in which the French nation, and 
1 a great part of Europe was plunged, for the ſhort 
] ſpace of 506 days. 
c 
a 
d 
t | 

CH A P. XXVI. 
n 
* Account of the Royal Mifſifippi Bank of France, efta- 
a bliſhed on Public Credit. 
is 
n N order to unravel the chaos of this affair in a pro- 
d per manner, it will not be amiſs to begin by giv- 
5 ing the reader an idea of the plan which naturally 
"= might ſuggeſt itſelf to the Regent of France, from 
g the hint of Mr. Law's bank. By the help of this 
h clue, he will be the better able to conduct himſelf 


through the operations of this em, as the French 
ry call it. 


. The Regent perceived, that in conſequence of the 
wy credit of Law's bank, people grew fond of paper- 
la- money. The conſequence of this, he ſaw, was, to 
fi- bring a great quantity of coin into the bank. The 
= debts. of France were very great, being, as has been 
uſt ſaid, above 2000 millions. The coin, at that time, 
m, in France, was reckoned at about 1200 millions, at 
ra- bo livres the marc, or 40 millions ſterling. T he Re- 
Te gen! thought, that if he could draw either the whole, 
in or even the greateſt part of this 1200 millions of coin 

into his bank, and replace the uſe of it to the kingdom, 
a by as much paper, ſecur:d upon his word, that he 
. ſnould then be able to pay off, with it, near one 


half of all the debis of France: and by thus throw- 
of | ing 
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ing back the coin into circulation, in paying off the 
debts, that it would return of itſelf into the bank, in 
the courſe of payments made to the ſtate; that cre- 
dit would be thereby ſupported, as the bank would 
be enabled to pay in coin the notes as they happen- 
ed to return, in the courſe of domeſtic circulation. 

| This was both a plauſible and an honeſt ſcheme, 
relatively to a Duke of Orleans, whom we cannot 
ſuppoſe to have been maſter of the principles of cre- 
dit; and very practicable in a country where there 
was ſo great a quantity of coin as 40 millions ſterling, 
and a well eſtabliſhed credit in the bank, which pre- 
vented all runs upon it from diffidence. Nothing 
but a wrong balance of trade could have occaſioned 
any run for coin; becauſe, for the reaſon already 


given, the paper bore for the moſt part a premium 


of 1 per cent above it. 

Accordingly, during the whole year 1719, the 
credit of the royal bank was without ſuſpicion, al- 
though the Regent had, by the laſt day of December 
of that year, coined of bank paper, for no leſs a ſum 
than 769 millions, reckoning in 59 millions of paper, 
which had been formerly iſſued by the general bank 
of Law and company; for which he had given value 
to the proprietors, when he took the bank into his 
own hands, as we have ſaid above. 

I muſt here- obſerve, that by this plan of the Re- 
gent, there was, in one ſenſe, a kind of ſecurity for 
the notes iſſued. So far as they were iſſued for coin 
brought in from the advanced value of the paper, 
this coin was the ſecurity : in the ſecond place, when 
the coin was paid away to the creditors of the ſtate, 
the Regent withdrew the obligations which had been 
granted to them; and although I allow that the 
King's own obligation withdrawn, was no ſecurity to 
the public, who had received bank notes for the pay- 
ment; yet ſtill the intereſt formerly paid to the cre- 


ditors, was a fund out of which, upon the principles 


of public credit, the annual intereſt for the notes was 
fecured. Had, indeed, the French nation perceived 


upon what bottom the ſecurity for the paper ſtood, 
during 
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during the year 1919, perhaps the credit of the bank Cay. 
might have been rendered precarious; but they nei- XXVI. 


ther ſaw it or ſought after it: and the men of ipecu- 
lation were all of opinion, that as long as there was 
no more paper iſſued by the bank han there was coin 
in the kingdom, there could be no harm done. Of 
this any perſon who has read Dutot, de Melon, Sava- 
rie, and others, will be perfectly ſatisfied *®. And I 
defire no farther proof of the total ignorance of the 
French in matters of this kind, than to find them 
agreeing, that bank paper is always good, providing 
there be coin in the nation to realize it, although 


It is aſtoniſhing to find how gravely Meſſrs. de Melon and 
Dutot reaſoned concerning the nature of paper money, and the 
effects of changing the value of the coin. They both ſeemed to 
agree that a livre was alivre whether it was the 28th or the zoth 
part of a marc of filver, whether it was a denomination upon 
paper, we!l or ill ſecured, no matter which. 

The whole reaſoning turned merely on the queſtion, who were 
10bbed, and who fantaſtically enriched by ſuch abſurd operati- 
ons upon the coin of a country ? 

The jargon of ſuch-men certainly contributed a great deal to 
darken the underſtandings of the miniſtry at this time; and to 
make them believe that the affairs of money were infinitely more 
obſcure and more difficult to be underſtood than they really are. 

There are thouſands of examples where mankind, with their. 
learning and reaſoning, have turned common ſenſe into inextri- 
cable ſcience; this I think is a famous inſtance of it: and it is 
rendering no ſmall ſervice-to the world, to deſtroy, in a manner, 
what others have been at ſo much pains to eſtabliſh. This is 
reſtoring common ſenſe to its native dreſs, in which it becomes 
intelligible to every one. 

I know very well that the miniſtry of France have now very 
different notions concerning paper credit; but theſe notions 
have not as yet reached the preſs, except in ſome- of the King's 
anſwers to the remonſtrances of the parliament of Paris in 1760. 
Theſe anſwers were dictated upon ſound principles, and do great 
honour to the miniſtry | | | 

The old notions ſtill prevailed in the remonſtrances of the 
parliament. This plainly appears from the propoſal they made 
to the King, at that time, to iſſue paper to the amount of 200 
millions, which the parliament was to make good. An expedi- 
ent to avoid doing that which right ſeaſon demanded of them, 
viz. firſt to ſecure a fund for the paper, and then to borrow up- 
on that fand. This propoſal from the parliament, and the King's 
rejecting it, proves that credit was then better underſtood in the 
cabinet than in the palats. 
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Boox IV. that coin be not the property of the bank. [Dutot, p. 
PaxT z. 132, 133.] On the contrary, it is very evident from 


what has been ſaid, that although there ſhould be a 


thouſand times more coin in a country than the bank 
paper, till that bank paper muſt be a mere deluſion, 


and, in fact, of no value whatſoever, except ſo far 


as the bank is poſſeſſed of the value of it in one ſpe- 
cies of property or another. 

And on the other hand, let the bank paper exceed 
the quantity of coin in the proportion ,of a thouſand 
to one, yet ſtill it is perfectly good and ſufficient, pro- 
vided the bank be poſſeſſed of an equivalent value in 
any ſpecies of good property. This I throw in here 
to point out how far the French were, at leaſt at 
that time, and many years after, when Dutot and + 
Melon wrote, from forming any juſt notion of the 
principles of banking. And, | believe, I may ven- 
ture to ſay, that the only reaſon why banks have ne- 
ver been eſtabliſhed in France, is, becauſe the whole 
operation is ſtil] a myſtery to them. I ground this 
conjecture upon an opinion of M. de Monteſquieu, 
who thinks that banks are incompatible with pure 
monarchy; a propoſition he would never have ad- 
vanced had he underſtood the principles upon which 
they are eſtabliſhed. 

The next remarkable and intereſting revolution 
made upon this famous bank, was by the arret of 
February 22, 1720; which conſtituted the union of 
the royal bank with the company of the Indies. 

By this arret, the King delivered to that company 
the whole management of the bank with all the profits 
made by him fince the firſt of Jan. 1719, and in time 
coming. Notwithſtanding this ceſſion, the King re- 


mained guarantee for all the notes, which were not to 


be coined without an order of council: the company 
was to be reſponſible to the King at all times for their 
adminiſtration ; and, as a ſecurity for their good ma- 
nagement, they engaged to lend the King no leſs than 
ſixteen hundred millions of livres. 

Here is the æta and beginning of all the confuſion. 
From this loan proceeded the downfal of the whole 
ſyſtem, But 
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But before I proceed to explain the ſcheme of the Car. 


Regent in theſe operations upon credit, I think it will XXV 
contribute to the clearing up of the ſubject in general, 


to premiſe ſome ſhort account of the riſe and progreſs 
of this great company of the Indies: and to give a 
ſhort abſtract of ſome of the moſt memorable tranſac- 
tions during the Miſſiſippi ſcheme, in the order of time 
in which they followed one another. 


Y ith. 
m —_— _— 


CH A P. XXVII. 
A ſoort Account of the French Company of the Indies. 


FNARDINAL de Richlieu, that great miniſter to | 


Louis XIII. was the firſt who eſtabliſhed trad- 
ing companies in France, anno 1628, about the time 
of the ſiege of Rochelle. 

He then ſet on foot the companies of the Weſt and 
Eaſt Indies. 

Several others, viz. one for Canada, one for the 
Leeward Iſlands, and another for Cayenne, were ſuc- 
ceſſively eſtabliſhed in the beginning of the reign of 
Louis XIV. | 

Theſe companies, before 1664, had frequently chan- 
ged their forms, and had ſucceeded very ill. 

At that time the great Colbert was in the admini- 
ſtration of the King's affairs. He engaged his ma- 
ſter to think ſeriouſly of eſtabliſhing the trade of his 
kingdom upon ſolid principles; for which reaſon all 
the undertakers of the former projects of commerce 
to the new world were reimburſed; and a new efta- 


bliſhment was made, called the Compagnie des Indes 


Occidentales. | | 

This exclufive trade comprehended that of Cana- 
da, the Caribbee Iſlands, Acady, Newfoundland, Cay- 
enne, the French continent of America, from the rt- 
ver of the Amazons to that of Oronoko, the coaſts 


of Senegal 
wh 


40 years, 


The 


„Goree, and other places in Africa; the 
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Boox IV. The ſame year, 1664, there was another company 
PART 2. formed for the Eaſt Indies, of which we ſhall ſpeak 
afterwards. 2 SED HE G0 

The greateſt encouragement was given to theſe ne 
eſtabliſhments. Large ſums were advanced by the 
King for ſeveral years, without intereſt, and upon con- 
dition, that if, at the end of that term, any loſs was 
found on the trade, it ſhould fall upon the money due 
to the King. 

On examining into the Weſt India company's af- 
fairs, after ten years adminiſtration, that is to ſay, in 
the year 1674, it was found, that inſtead of profiting 
of their extenſive privilege, by carrying on a regular 
trade themſelves, they had ſold permiſſions to private 
people to trade with them. N 

This abuſe in the company had, however, inſpired 
a taſte for trade among the French; which the King 
wiſhing to improve, he reimburſed to the company 
all their expences, added their poſſeſſions to his do- 
main, and threw the trade open to his ſubjects. - 

Thus ended the firſt company of the Welt Indies, 
called by the French, Compagnie d'Occident. 

After the ſuppreſſion of this company, the French 
trade to America was carried on and improved by pri- 
vate adventurers, ſome of which obtained particular 
grants, to enable them to form colonies. Of this 
number was Robert Chevalier de la Sale, a native of 
Rouen. It was he who firſt diſcovered the river Miſſi- 
ſippi, and who propoſed to the King, in 1683, to eſta- 
bliſh a colony there. He loft his life in the attempt. 

Hiberville, a Canadian, took up the project; but 
ſoon died. He was ſucceeded by Antony Crozat, in | 
1712, who had better ſucceſs: * but the death of the 
King in 1715, and the riſing genius of Mr. Law, en- 
gaged the Regent of France to make Crozat renounce 
his excluſive privilege of trading. Upon which, by edict 
of the 6th of September 1717, was formed the {ſecond 
Compagnie d'Occident, in favour of Mr. Law: to which 
was added the fur trade of Canada, then in the hands 
of private adventurers, and the farm of the tobacco, 


for which he paid 1,500,000 livres a year, 


I now 
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I now come to the Eaſt India company. 


I have already mentioned the eſtabliſhment of it by 


the great Colbert in 1664. 

After his death, want of experience in thoſe who 
ſucceeded him, abuſe of adminiſtration, careleſneſs 
in thoſe who carried on the company's buſineſs, com- 


| petition between different companies, and, in ſhort, 


every obſtacle to new eſtabliſhments, concurred with 
the conſequences of the long and expenſive wars of 
Louis XIV. to render all commercial projects inef- 
fectual; and all the expence beſtowed in eſtabliſhing 
thoſe companies was in a manner loſt. | 

In 1910, the merchants of St. Malo undertook the 
Eaſt India company. It languiſhed in their hands un- 
til 1719, and their importations were not ſufficient 
to ſupply the demand of France for India goods: for 
this reaſon it was taken from them, 'and incorporated 
with Mr. Law's company of the Weſt Indies, in May 
1719. 

7557 this incorporation was eſtabliſhed the great Com- 
pany of the Indies, which ſtill ſubſiſts in France: the 
only monument extant of the famous and unfortu- 
nate Law. 

For the better underſtanding, therefore, what is 
to follow, let us attend to ſome hiſtorical and chro- 
nological anecdotes, relative to the wonderful opera- 
tions of this Miſſihppi bank, and company of the In- 
dies. Theſe I ſhall ſet down according to the order 
of time in which they happened, that my reader may 
have recourſe to them as he goes along. | 

Without the help of this table, I ſhould be involv- 
ed in a hiſtory of thoſe events, which however amu- 
ling it might be to ſome readers, would be quite in- 
conſiſtent with the nature of this inquiry. 
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CHAP. XXVII. 
Chronological Anecdotes. 


1709. GENERAL. coinage in France: the marc 
A of ſtandard ſilver, worth two pounds ſter- 

ling, put at 40 livres denomination. 
September 1713. The late King reduces the deno- 
mination of the ſilver coin to 28 livres the marc, and 


. the gold in proportion. 


Theſe reductions were made gradual and progreſ- 
ſive, and were finally to take place no ſooner than the 
2d of September 171 5. 

Auguſt 1715. The King declares, that in time 
coming, the coin was to remain ſtable at 28 livres the 
marc of fine ſilver. 

September 17153. The King dies. | 

January 2, 1716. The Regent of France orders a 
new general coinage : raiſes the ſilver coin to 40 livres 
the marc, and calls down the old King's coin (tho' of 


the ſame weight, fineneſs, and denomination) 20 per 


cent, | 
May 1716. Mr. Law's bank eſtabliſhed : bank notes 


coined ; and the old coin bought up at great diſcount. 
Sept. 6, 1717. Mr. Law's company of the Weſt 


Indies eſtabliſhed. 
Sept. 4, 1718. He undertakes the farm of tobacco. 


Sept. 22, 1718. The firſt creation of actions of the 
company of the Weſt to the number of 200,000, ſub- 
ſcribed for in tate billets, at the rate of goo livres per 
action, 


Ian. r. 1719. The bank taken from Law, and veſt- 


ed in the King. At this time the number of bank 
notes coined amounted to 59 millions of livres. | 
April 22, 1719. A new coinage of 51 millions of 
notes; in which the tenure of the note was changed, 
and the paper declared monnore fixe. 
May 1719. Mr. Law's company of the Weſt incor- 
porated with the company of the Eaſt Indies; after 


which it was called the Company of the Indres. 7 
une 


or POLITICAL OECONOMY. 


85 


June 1719. Created 50,000 new actions of the incor- Ca. 
porated company; fold for coin at 550 livres per action. XXVII. 


June 10, 1719. Coined of bank notes for 30 milli- 

ons of livres. | ; 
e 1719. The mint made over to the com 

PE millions. rd 

July 1719. Created 50,000 actions as above, fold, 

notes, at 1000 livres per action. 

July 25, 1719. Coinedof bank notes for 240 millions. 

Auguſt 1919. The company obtains the general 
farms: promiſes a dividend upon every action of 200 
livres: agree to lend the King 1600 millions at 3 per 
cent. and have transferred to them 48 millions per 
anmm for the intereſt of that ſum. | 

Sept. 12,1719. Coined of bank notes for 1 20 millions. 

Sept. 13, 1719. Created no leſs than 100,000 ac- 
tions: price fixed at 5000 livres per action. 

Sept. 28, 1919. Created 100,000 more actions, price 
as the former, fixed at 5000 livres each. 

Oct. 2, 1919. Created 100,000 more actions, price 


| as the former, at 5000 livres each. 
Oct. 4, 1919. Coined by the Regent's private order, 


not delivered to the company, 24,000 more actions, 
which completed the number of 624,000 actions; be- 
yond which they never extended. 
Oct. 24,1719. Coined gf bank notes for 120 millions. 
Dec. 29,1719. Coined of bank notes for 129 millions. 
— 1720. Coined of bank notes for 21 millions. 
eb. 1720. Coined of bank notes for 279 millions. 
Feb. 22, 1720. Incorporation of the bank with the 
company of the Indies. 
Feb. 27, 1720. A prohibition by which no one was 
to have in his cuſtody more than g00 livres of coin. 
Mar. 5,1720. The coin raiſed to 80 livres per marc. 
Mar. 11, 1720. The coin brought down to 65 livres 
per marc; and gold forbid to be coined at the mint, 
or uſed in commerce. 
livres. 
March 1720. Coined of bank notes for 191,803 o6@ 


April 1720. Coined of bank notes for 792,474,720 


May 1, 1720. Coined of bank notes for 642,394,130 


I 
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Boox IV. May 21, 1720. The denomination of the paper di- 
Paar 2. miniſhed by arret of council, which, in an inſtant, put 
an end to all credit, and made the bubble burit. 
At this period had been coined of bank _— to the 
| ivres. 
immenſe ſum of 2, 696, 400, ooo 
Of which had been iſſued - 2,235, 08 3, 590 


 Remained in the bank - - 461,316,410 
Dutot, Vol. I. p. 144. Vol. II. p. 207. 

May 27, 17-0. The arret of the 21ſt of this month 
recalled, and the paper reſtored to its full denomina- 
tion. = | 

May 29, 1720. The coin raiſed to 82 livres 10 ſols 
per marc. | 

June 3, 1720. 400,000 actions belonging to the Re- 

| gent are burnt; and the 24,000 more, which were 
| created Oct. 4, 1719, ſuppreſſed ;' alſo 25 millions of 
| the intereſt formerly granted to the company for their 
loan of 1600 millions, retroceded by the company, 
and conſtituted again upon the town-houſe of Paris. 
OR. 10, 1720. All bank notes are ordered, by arret 
of this day, to be ſuppreſſed, if not brought to the 
bank before the 1ſt of December following, in order 
to be paid in manner therein ſpecified. 


. dLÄ 1 — — 


CH A P. XXIX. 


Continuation of the Account of the Royal Bank of France, 
until the time that the Company of the Indies promiſed 
a Dividend of 200 Livres per Action. 


H Es E things premiſed, what follows will, I 
hope, be eaſily underſtood. | 

So ſoon as the Regent of France perceived the won- 

derful effects produced by Mr. Law's bank, he imme- 

| diately reſolved to make uſe of that engine, for clear- 


ing the King's revenue of a part of the unſupportable 
| Fr load 


0 


v5 o% 


hs 


indeed very irregularly paid, to the creditors, XXIX. 


bought for 190 livres, real value, mounted to par, 
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load of 80 millions of yearly intereſt, due, though CHAT. 


It was to compaſs this end, that he beſtowed on 
Mr, Law the company of the Weſt Indies, and the 
farm of the tobacco. | 

To abſorb 10 millions of the moſt diſcredited ar- 
ticles of the King's debts, 200,000 actions or ſhares 
of this company were created. Theſe were rated at. 
500 livres each, and the ſubſcription for the actions 
was ordered to be paid in billets d'etat, ſo much diſ- 
credited by reaſon of the bad payment of the intereſt, 
that 500 livres, nominal value in theſe billets, would 
not have ſold upon change for above 160 or 170 livres. 
In the ſubſcription they were taken for the full value, 
As theſe actions became part of the company's ſtock, 
and as the intereſt of the billets was to be paid to 
them by the King, this was effectually a loan from 
the company to the King of 100 millions at 4 per cent. 

The next ſtep was to pay the intereſt regularly to 
the company. Upon this the actions which had been 


that is, to 500 livres. 

This was aſcribed to the wonderful operations of 
the bank; whereas it was wholly owing to the regu- 
lar payment of the intereſt. 5 

In May following 1719, the Eaſt India company 
was incorporated with the Weſt India company: and 
the 200,000 actions formerly created, were to be en- 
titled to a common ſhare of the profits of the joint trade. 

But as the ſale of the firſt actions had produced no 
liquid value which could be turned into trade (having 
been paid for in ſtate billets) a new creation of go. oo 
new actions was made in June 1719, and the ſubſurip- 
tion opened at 550 livres payable in effective coin. 

The confidence of the public in Mr. Law, was at 
this time fo great, that they might have told {or much 
more: but it was judged expedient to limit the ſub- 
ſerĩptions to this ſum; leaving the price of the actions 
to riſe in the market, according to demand, in favour 
of the original tublcribers, 

23 This 
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| Boox IV. This money amounting to 27,500,008 livres in 
{- PART 2. coin, was to be employed in building of ſhips, and 


other preparations for earrying on the trade. 

The hopes of the public were fo much raiſed by the 
favourable appearance of a moſt luerative trade, that 
more actions were greedily demanded. he 

Accordingly in a month after (July 1119) another 

oreation was made of 50,000 actions; and the price of 
them fixed at 1000 livres. ; 

It muſt be obſerved, that all actions delivered by 
the company of the Indies, originally contained an ob- 


ligation on the company for no mot than 4 per cent. 


upon the value of 509 livres, with a proportion of the 
profits on the trade; fo that the rife of the actions 
proceeded entirely from the hopes of thole great pro- 


Hits, and from the ſink ing of the rate of intereſt; a 


conſequence of the plenty of money to be lent. 

Bur beſides the trade, what raiſed their value at 
this time, was, that juſt before the laſt creation of 
actions, the King had made over the mint to the com- 
pany for a conſideration of 30 millions of livres; and 


this opened a new branch of profit to every one inter- 
ofted. | 
The fale of the laſt coined actions taking place at 


1000 livres each, ſo great a riſe ſeems to have engaged 
the Regent to extend his views much farther than 
ever. To ſay that he foreſaw what was to happen, 
would be doing him the greateſt injuſtice. He fore- 
ſaw it not, moſt certainly; for no man could foreſee 
ſuch complicated events. But had he conducted him- 
ſelf upon ſolid principles; or by the rules which, we 
now ſay, common honeſty required, he certainly never 
would have countenanced the ſubſequent operation. 

The fourth creation of actions was in the beginning 
of September 1719. | 

In the interval between the third and the fourth 
creation, the Regent made over the general farms to 
the company, who paid three millions and a half ad- 
vanced rent for them, And the company obliged 


themſelves to lend the King (including the 100 mil- 


lions 
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lions already lent upon the firſt creation of actions) Cnar. 
the immenſe ſum of 1600 millions at 3 per cent. that XXIX. 


is, for 48 millions intereſt, Now it is very plain, 

that before the month of September 1719, it was im- 

poſſible they could lend the King fo great a ſum. 
They had already lent him, in Sept. 1718, 100 mil- 


lions, by taking the billets d'ctat for the ſubicription 


of the firſt creation of actions; the ſecond creation 
had produced coin, laid out in mercantile preparati- 
ons; and the third creation of actions, at the ſtandard 
value, was worth no more than 50 millions of livres: 
this' was their whole ſtock. Where then could they 
find 1500 millions more to lend ? 

I therefore conclude, that at this time, the combi- 
nation which Iam now to unfoid, muſt have, more or 


| leſs, taken place between the Regent and this great 


company. 

The public was abundantly poſſeſſed with the no- 
tion of the prodigious profits of the company, before 
they got poſleſſion of the general farms. No ſooner 
had they got that new ſource of riches into their 
hands, than they promiſed a dividend of no leſs than 
200 livres on every action, which was ten times more 
than was divided on them when at firſt created. 

The conſequence of this was, that (ſuppoſing the 
dividend permanent and ſecure) an act on then became 
as well worth 5000 livres as at firſt it was worth 500 
livres; accordingly to 5000 did it rife, upon the pro- 
miſe of the new dividend. 

But what could be the motive of the company to pro- 
miſe this dividend, only three mont! s after their eſta- 
bliſhment ? Surely, not the profits upon a trade which 
was not as yet opened. Surely, not the profits upon 
the King's farms ; for theſe profits it was greatly their 
intereſt to conceal. 


Their views lay deeper. The Regent perceived 


that the ſpirit of the nation was too much inflamed, 
to ſuffer them to enter into an examination of the 
wonderful phenomena ariſing from the eftabhſhment 
of the bank, and company of the Indies. If the com- 
pany promiſed 200 livres dividend, the public con- 

| : D 4 cluded 
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Boox IV. cluded that their profits would enable them to pay 
PART 2. jt; and really in this particular the public might be 


exculed, 

The plan, therefore, concerted between the Regent 
and the company ſeems to have been, to raiſe the ac- 
tions to this great value, in order to ſuſpend a greater 
quantity of notes in circulation, 

This was to be accompliſhed, 1. by the Regent's 
purchaſing the actions himſelf from the company; 
2. by borrowing back the notes he had paid for them, 
in order to fill up the loan which the company had 
agreed to make; 3. to pay off all the public credi- 
tors with thoſe notes ſo borrowed back; and 4. when 
the nation was once filled with bank paper, to ſell 
the actions he had purchaſed from the company, to 
withdraw his own paper, and then deſtroy it. 


By this operation the whole debts of France were 
to be turned into actions; and the company was to 


become the public debtor, inſtead of the King, who 
would have no more to pay but 48 millions of intereſt 
to the company. 


By this operation alſo, the Regent was to withdraw 


all the bank notes which he had iſſued for no other 
value but for the payment of debts; which notes were 


demandable at the bank; and for the future, he was 


to iſſue no more (I ſuppoſe) but tor value preſerved. 


— 


CH AF. . 


Inquiry into the Motives of the Dude of Orleans in con- 
cerling the Plan of the M;ſ:ifippr. 


OW if we examine the motives of the Regent, 
with regard to this plan, and ſuppoſe that he 
foreiaw all that was to happen in contequence of it; and 
if we alſo ſuppoſe that he really h-ljeved that the com- 
pany neu er could be in a {tuition to make good the 
diridend 
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dividend of 200 livres, which they had promiſed upon 
their actions; in a word, if we put the worſt inter- 
pretation upon all his actions, we muſt conclude that 
the whole was a moſt conſummate piece of knavery. 
But as this does not appear evidently, either by 
the ſucceeding operations, or ultimate conſequences 
of this ſcheme, I am loth to aſcribe, to that great 
man, a ſentiment ſo oppoſite to that which animated 


him, on his entrance upon the regency, when he 


nobly rejected the plan propoſed to him for expung- 
ing the debts altogether. | | 
I may therefore ſuppoſe, that he might believe that 


the company to whom he had given the mint, the 


tobacco, the farms, and the trade of France, and to 
whom he ſoon after gave the general receipt of all the 


_ 
Cuay, 
n 


revenue, might by theſe means be enabled to make 


good their engagements to the public, I ſay, this 
may be ſuppoſed ; in which caſe juſtice was to be done 
to every one; and the King's debts were to be re- 
duced to 48 millions a year, inſtead of 80 millions. 
That this is a ſuppoſeable caſe, I gather from Du- 
tot, who gives us an enumeration of the revenue of 
the company, Vol I. p. 162. as follows: 
Revenue of the Company of the Indies. 
Intereſt paid to the company per ann. 48 000 000 


Profits upon the general farms - - 15 000000 


Ditto upon the general receipt of other 

taxes = — - - 1 520 000 
Ditto upon the tobacco - - - - 2 0c0000 
Ditto upon the mint = - - _ 4 000000 
Litto upon their trade - - 10 000 co 


In all of yearly income - - do 500 000 

Now if we ſuppoſe the intereſt of money at 3 per 
cent. this ſum would anſwer to the capital of 2664 
millions, which was more than all the debts of the 
kingdom, for which they were to become anſwer- 
able, 

Upon this view of the matter, I fay, it was poſſible, 


that the Regent might form this plan, without any 
intention 
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Boox IV. intention to defraud the creditors; and more I do not 
Parr 2. pretend to affirm. 
— pmmnd 


F have faid that he purpoſely made the company 
raiſe the price of their actions, in order to draw more 
notes into circulation. | 

To this it may be objected, that he might as well 
have paid off the creditors with bank notes, without 
going this round-about way to work ; and have left 
them to purchaſe the actions directly from the com- 


Y. 
I anſwer that ſuch an operation would have 


peared too barefaced, and might have endangered 


the credit of the bank. Whereas in buying the ac- 
tions, which were run upon by every body, the ftate 
only appeared deſirous of acquiring a ſhare of the vaſt 
profits to be made by the company. Farther, 

As the company appeared willing to accept of bank 


notes from the ſtate, in payment of their actions, this 


manceuvre gave an additional credit both to the ac- 


tions, and to the notes; a thing very neceſſary to be 


attended to, in a ſcheme which was calculated to 


bring about a total transformation of the ſecurity for 


the King's debts. 

I muſt however obſerve, that at the period con- 
cerning which we are now talking, (viz. at the time 
the company promiſed the dividend of 200 livres per 
action) the plan we have been deſcribing could not 
have been carried into execution. | 

There were at that time only 400,000 aCtions cre- 
ated, rated at 777 millions: of theſe were diſpoſed 
of at leaſt 250,000, to wit, the original 200,000; and 
the ſecond creation of 50,000, fold for coin. Beſides, 
there were then only coined in bank notes for 520 


millions. So that there was not a poſſibility of execut- 


ing the plan I have mentioned, as matters then ſtood. 
It is from the ſubſequent operations of the ſyſtem, 
that it appears evident that this and this only could 
be the intention. 
We ſhall ſee how the number of actions were mul- 
tiplied, without any other view than to make the 
public 
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pubhe imagine, that the funds neceſſary for carrying Cn. 
on the trade of the company were immenſe. XXX. 
The number of the actions ſold to the public wa 
very inconſiderable, compared with thoſe fold to the - 
Regent, and found in his hands at the blowing up of 
the ſyſtem. 
Beſides, at the period when the number of actions 
was carried to the utmoſt, viz. to 624,000, the bank 
notes bore no proportion to their value; for, on the 
4th of October 1719, when the laſt creation of ac- 
tions was made, the bank notes did not exceed the 
ſum above ſpecified, to wit, 520 millions. 
e- But in tracing the progreſs of the ſyſtem upon the 
table, we perceive, that after the actions were once 
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te 
ſt carried to their full number, (October 4th, 1719) then 
the coining of bank notes began at a moſt prodigious 
k rate; in fo much, that by the month of May 1720. 
is they were increaſed from 520 millions, to above 2696 
o= millions; and all this ſum except 461 millions were 
50 found in circulation. | 
to Farther: We ſhall fee, that when the Regent and 
or the company made out their accompts, there were 
found in the Regent's hands no leſs than 400, ooo 
1- actions, which were burnt; and 25 millions of intereſt 
je upon the ſum of money due by the King to the com- 
er pany, extinguiſhed. | 
ot Theſe facts prove beyond a doubt, that theſe 400,000 
actions had been bought with the notes coined poſte- 
e- trior to the 4th of October 1719; otherwiſe the ac- 
d tions could not have become the property of the ſtate. 
d Befides, it was acknowledged publicly, that the 
Ss, notes were coined for that purpoſe. See (Dutor, Val. 
yo L p. 144.) In the next place, it is evident, that the 
t- notes which had been given in payment for thoſe ac- 
” tions, had been borrowed back, to fill up the loan of 
n, 1600 millions of livzes; which the company never 
Id could have otherwiſe lent to the King. And in the 
laſt place, it is certain that the public debts were paid 
l off with theſe notes, ſo borrowed back from the com- 
ne pany: becauſe we ſhall find the notes in circulation 
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Boox IV. at the blowing up of the ſyſtem, in May 1920; and we 
ParT 2. ſhall ſee how they were paid and withdrawn in Octo- 
ber following. | 

This detail I own is a little too long, and perhaps 
too minute: but I thought it neceſlary to prove the 
ſolidity of my conjectures concerning the Regent's 
motives in concerting this plan; which no French au- 
thor, that ever | ſaw, has pretended to unfold, except 
by hints too dark to be eai:ly comprehended, | 
What is now to follow, will ſtill ſet my conjectures 
in a fairer light. We have ſeen already from the 
table, with what rapidity the creation of actions went 
on from the 1 3th of September to the 4th of October 
1719. No leſs than 324,000 were created in that in- 
terval. 

Yet Dutot, Vol. II. p. 169, et ſeq. poſitively ſays, 
that on the 4th of October, the company had not fold 
more than 182,500,000 livres of their actions. Now 
the total value as they were rated when created, ex- 
tended to 1,797, 0, ooo; ſo there was little more 
than one tenth part of the value fold off. 

Why therefore create ſuch immenſe quantities of 
actions, and ſo far beyond the demand for them, but 
to throw duſt in the eyes of the public; to keep up 
the ſpirit of infatuation ; and to pave the way for the 
final execution of the plan ? 


tions, of the 1 3th and 28th of September, the 2d and 
4'h of October, to their full number, the company, 
during that interval, obtained the genera] receipt of 
the whole revenue. Thus, ſays Dutot, Vol. II. p. 
197. the company was intruſted with the whole reve- 
nues, debts, and expences of the ſtate, and all un- 
neceſſary charge was avaided in collecting and admi- 
niſtring it. 

In the month of November 1919, the credit of the 
bank, and of the company, was ſo great, that the 
actions roſe to 10,000 livres. Notwithſtanding, ſays 
Dutot, Vol. II p. 198. that the company did what they 
could to keep down the price, by throwing into the 
| X market, 


The actions being brought, by four ſucceſſive crea- 
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market, in one week, for no leſs than 30 millions. He Cnar. 


aſſigns ſeven different reaſons for this, which, all put 
together, are not worth one ; to wit, that the Regent 
was ready to buy up every one that lay upon hand, 
in concert with the company. 

If the company had been inclined to keep down 


the price of the actions, they had nothing more to do 


than to deliver part of the vaſt number they ſtill had 
unſold, at the ſtandard value of 5000 livres, at which 
they were rated when created ; and this would have 
effectually prevented their riſing to 10,000 livres. 

But it was the intereſt of the Regent, who was at 
that time well provided with actions, to ſtock-job, 
and to buy with one hand, while he was ſelling with 
the other: theſe operations were then as well known 
in the ſtreet called Quinquempoix, as now in Change- 
alley. 

As a proof of the juſtneſs of my allegation, that the 
Regent was doing, all he could to raiſe the price of the 
actions, Dutot informs us, in the place above cited, 
that the bank, at this very time, was lending money, 
upon the: ſecurity of actions, at 2 per cent. If that 
was the caſe, how was it poſſible that an action, with 
200 livres dividend, ſhould ſell for leſs than 10,000 
livres, which is the capital correſponding to 200 livres, 
at 2 per cent. ? | | | 

T his is evident; and were it neceſſary, it may be 
proved to demonſtration, that the rife of the actions 
was the conſequence of a political combination, 

But ef money, at that time, came to bear no more 


than 2 per cent. and if the company was able to afford 


200 livres upon the action; where was the inequity 
of raifing the actions to 10,000 livres? I confeſs I can 
ſce none, nor do | perceive either the impoſſibility or 
improbability of the two poſtulata, had matters been 
rightly conducted. 

As to money's falling to 2 per cent. any man of 20 
years old may expect to ſee it, without a Mifhifippt : 
and as for the payment of the dividends, there never 
were in the hands of the public, nor ever could be, 
had all the creditors of the 2000 millions of 3 

debts 
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Boox IV. debts inveſted in actions at 10,000 a-piece, one half 

Paxr 2. of 624,000 actions diſpoſed of: conſequently, the 

Y—y 200 livres dividend would not have amounted, upon 
312,000 actions, to more than '62,400,000 livres; 
and the revenue of the company, as we have ſeen, 
exceeded 80 millions a year. | 

This ſtill tends to vindicate the Regent from the 
_ imputation of fraud, in the conduct of the Mil- 
ſiſippi. 

Bur what ſhould ſtill more exculpate that prince, 
in the eyes of every impartial man who exarnines the 
whole conduct of the affair, is the uniform ſentiments 
of the moſt intelligent men 1n France concerning the 
doctrine of money and credit. 

When we find Dutot, who wrote againſt the arbi- | 
trary change of the coin; and De Mclon, the R 's | 
man of confidence and ſecretary, who wrote for it, 
two perſons conſidered in France as moſt able finan- 
ciers, both agreeing, that-during the operations of 
the ſyſtem, money never was to be conſidered but ac- 
cording to denominations; that there was nothing 
againſt good policy in changing the value of theſe | 
denominations; and that paper money, whether if- 
ſued for value, or for no value, or for the payment £ 
of debts, was always good, providing there was coin ˖ 
enough in France for the changing of it, although that V 
ly 

0 

a 

h 
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coin did not belong to the debtors in the paper; when 

theſe principles, I fay, were adopted by the men of 

penetration in France; when we find them publiſhed 

in their writings, many years after the Regent's death, 

as maxims of what they call their creuit publir; I think 

it would be the higheſt injuſtice to load the Duke of 

Orleans with the groſs imputation of knavery, m the 

Miſſiſippi ſcheme. th 
Law no doubt ſaw its tendency. But Law ſaw alſo, Ci 

that credit ſupported itſelf on thoſe occaſions, where 

it ſtood on the moſt tickliſh bottom : he ſaw bank th 


notes to the amount of more than two thouſand mil- m 
lions, iſſued in payment of the King's debts, without - V 
occaſioning any run upon the bank, or without ſug- CC 


geſting an idea to the public that the bank ſhould ri1 
naturally 
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naturally have had ſome fund, to make them good: One. 
he ſaw people, who were in poſſeſſion of a value in XXX. 
paper exceeding 6000 millions of livres, 60 to the "YL 


marc, (Dutot, Vol. I. p. 144.) look calm and uncon- 
cerned, when, in one day, the coin was raiſed in 
its denomination to 80 livres in the marc; by which 
operation, the 6000 millions of the day before loſt 25 
per cent. of their real value. He ſaw that this ope- 
ration did not in the leaſt affect the credit of the bank 
paper ; becauſe people minded nothing but denomi- 
nations. 

He ſaw farther, that by the operation propoſed, 
the whole debt of the King would be transferred 
the company. He ſaw that theſe debts, being turned 


into bank notes, would not be ſufficient to buy above 


200,000 actions, at the value they then fold for. He 


knew that the Regent, who had bought 400,000 of 


theſe actions at 3000 livres apiece, that is, at half 
price, would remain in poſſeſſion of 200,000 actions, 
after ſelling enough to draw back the whole of the 
bank notes iſſued for the payment of the debts; and 


he ſaw that the company of the Indies had a yearly. 


income of above 80 millions to enable them to make 
good their engagements: beſides, he ſaw a power in 
the King to raiſe the denominations of the coin at will, 
without ſhocking the ideas of his people, by which 
means he might have paid the 2000 millions with 
one louis d'or. Put all theſe circumſtances together, 
and I can imagine that Law's brain was turned, that 
he had loſt ſight of all his principles; and that he 
might believe that his former common ſenſe, was, at 
that time, become abſolute noneſenſe in France. 

That common ſenſe may become nonſenſe, is a 
thing by no means peculiar to France, but quite pe- 
cular to man. 85 

| ſhall offer but one argument more, to prove that 
the Duke of- Orleans, and Law, could have no pre- 
meditated deſign of defrauding the public, by theſe - 


wonderful operations; which is, that admitting the 


contrary, would be allowing them an infinite ſuperio- 
rity of underſtanding over all the reſt of ä 5 
| nt 


Boot IV. Until the bubble burſt, no body could know where 
Fan, it was to end: every thing appeared very extraor- 
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dinary indeed; and the fatal cataſtrophe might have 


been expected from the greatneſs of the undertaking, 


merely. But if there had been any roguery in the 


plan itſelf, it muſt have appeared palpable long be- 
fore ; becauſe the whole of the operations in which 
only it could conſiſt, were public. 


All the notes were created by public act of council; 


ſo were the actions: the loan of 1600 millions to the 
King, by the company, was a public deed; ſo was 
the alienation in their favour, of 48 millions for the 
intereſt of that ſum. Notes were avowedly coined in 
order to purchaſe actions, (Dutot, Vol. I. p. 144.) 


the creditors were avowedly paid with bank notes, at 


a time when it was forbid to have 300 livres in coin 


in any perſon's cuſtody; conſequently, it was alſo for- 


bid to demand coin for bank notes. 

Now all this was going on in the months of Fe- 
bruary, March, April, and the beginning of May 
1720; and no ſuſpicion of any failure of credit. The 
coin alſo was ſometimes raiſed, ſometimes diminiſhe 
in its value, and ſtill the fabric ſtood firm. 

Under theſe circumſtances, to ſay there was kna- 
very, is to ſay that all the world were abſolutely block- 
heads, except the Regent and John Law : and to that 
opinion I never can ſubſcribe. 

It. may ſeem ſurpriſing that I ſhould take ſo much 


pains to vindicate the two principal conductors of that 


icheme. My intention is not ſo much to do juſtice 


to their reputation, which has been groſsly calum- 


niated by many, who have written the hiſtory of thoſe 


times, as to prove, that an ill concerted ſyſtem of 


credit may bring ruin on a nation, although fraud be 
out of the queſtion : and if a nation be plunged into 
all the calamities which a public bankruptcy can oc- 
caſion, it is but a ſmall conſolation to be aſſured of 
the good intentions of thoſe who were the cauſe of it. 


CHAP. 
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| Car. 
C HAP. XXXL XXXI. 


Continuation of the Account of the royal Bank of France, 


until the total Bankruptcy on the 21/4 of May 1720. 


NOW reſume the thread of my ſtory. We left off 
at that period when the credit of the company and 
of the bank was in all its glory, (November 1719) the 


actions ſelling at 10,000 livres; dividend 200 livres a 


year per action; and the bank lending at 2 per cent. 
all this was quite conſiſtent with the then rate of money. 

In this ſtate did matters continue until the 22d of 
February 1720, when the bank was incorporated with 
the company of the Indies. 4 

The King ſtill continued guarantee of all the bank 
notes, none were to be coined but by his authority: 
and the controller-general for the time being was to 
have, at all times, with the Prevot des marchands of 
Paris, ready acceſs to inſpect the books of the bank. 

As the intention, at the time of the incorporation; 
was to coin a very great quantity of notes, in order 
to buy up the actions; and to borrow back the mo- 
ney, in order to pay off the creditors; it was proper 
to gather together as much coin as poſſible, to guard 
againſt a run upon the bank: for which purpoſe the 
famous Arret de Conſeil, of the 27th of February 1720, 
was publiſhed, forbidding any perſon to keep by them 
more than go livres in coin. | 

This was plainly annulling the obligation in the 
bank paper, 10 pay to the bearer on demand the ſum 
ſpecified, in ſilver coin. 

Was it not very natural, that ſuch an arret ſhould 
have, at once, put an end to the credit of the bank ? 
No ſuch thing however happened. The credit re- 
mained ſolid after this as before; and no body mind- 
ed gold or ſilver any more than if the denomination 
in their paper had no relation to thoſe metals. Ac- 
cordingly, many, who had coin and confidence, brought 
it in, and were glad to get paper for it. 

The coin being collected in about a week's time, 
another Arret de Conſeil, of the 5th of March, was 

Vol. III. E | iſſued, 
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Boox IV. iſſued, raiſing the denomination from 60 livres to 80 
Paar 2. livres the marc. Thus, I ſuppoſe, the coin which 


the week before had been taken in at 6o livres, was 
paid away at 80: and the bank gained 333 per cent. 
upon this operation. Did this hurt the credit of the 
bank paper ? Not in the leaſt. 

So ſoon as the coin was paid away, which was not 
a long operation, for it was over in leſs than a week; 
another Arret de Conſeil of the 11th of the ſame month 
of March, came out, declaring that, by the 4ſt of 


April, the coin was to be again reduced to 70 livres 


the marc, and on the firſt of May to 64 livres. Upon 
this, the coin which had been paid away the week 
before, came pouring into the bank, for fear of the 


diminution which was to take place the firſt of April. 


In this period of about three weeks, the bank received 
about 44 millions of livres; and thoſe who brought it 
in thought they were well rid of it. 

It was during the months of February, March, 
and April 1920, that the great operations of the 
ſyſtem were carried on. 
| We may ſee by the chronological anecdotes in the 
36th chapter, what prodigious ſums of bank notes were 
coined and iſſued during that time, It was during 
this period alſo, that a final concluſion was put to the 


reimburſing all the public creditors with bank notes: 
in conſequence of which payment, the former ſecurities 


granted to them by the King, under the authority of 
the parliament of Paris, were withdrawn and annulled. 
Here then we have conducted this ſcheme to the 
laſt period. | 
There remained only one ſtep to be made to con- 
clude the operation; to wit, the ſale of the actions, 


Which the Kegent had in his cuſtody to the number 


of 400,000. 

Theſe were to be fold to the public, who were at 
this time in poſſeſlion of bank notes to the value of 
2,238,083, 390 livres. See the foregoing table. 

Had the ſale of the actions taken place, the notes 
would all have returned to the bank, and there have 
been deſtroyed : by which operation, the con 

| woul 
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would have become debtor to the public for the divi- Cray. - 
dends of all the actions in their hands, and to the King XXX 
for all thoſe which might haye remained in the hands 


of the Regent. Theſe proportions we cannot bring 
to any calculation, as it would have depended entire- 
ly on the price of the actions during ſo great an ope- 
ration; and on the private conventions between the 
parties, the Regent and the company. 

But alas! all this is a vain ſpeculation. The ſyſtem 
which hitherto had ſtood its ground in ſpite of the 
moſt violent ſhocks, was now to tumble into ruin 
from a childiſh whim. ' 

In order to (et this ſtroke of political arithmetic in 

the moſt ludicrous light poſſible, I muſt do it in Du- 
tot's own words, uttered with a fore heart and in ſo- 
ber ſadneſs. 
He had ſaid before, that the coin of France was equal 
to 1200 millions of livres at 60 livres the marc. This 
marc was now at 65 livres (in May 1720, as above) 
ſo the numerary value, as he calls it, (that is the deno- 
mination)of the coin was now riſen to 1, 300, ooo, oo0; 
but the bank notes circulating in the month of May 
were carried to 2, 696, 400, 00; then he adds, 

The 1300 millions of coin which were in France, 


<« were very far from 2696 millions of notes. In that 


« caſe, the ſum of notes was to the ſum of coin, near- 
« lyas 22, arc to 1; that is to ſay, that 207 livres 8 
„ ſols 17 denier in notes, was only worth 100 livres 
in coin; or otherwiſe, that a bank note of 100 
„livres, was only worth 48 livres 4 ſols 5 deniers in 
“coin, or thereabouts.” Would not any mortal con- 
clude from this, that the whole ſum of 1 300 millions 
had been in the bank, as the only fund tor the pay- 
ment of the paper ? 

This is a laboured equation, and from it we have a 
ſpecimen of this gentleman's method of calculating the 
value of bank paper: but let us hear him out. 

«* This prodigious quantity of money in circulation, 
« ſays he, had raiſed the price of every thing exceſſive- 
ly: ſo in order to bring down prices, it was judged 
more expedient to diminiſh the denomination of the 


E 2 © bank : 
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Book IV. © bank notes, than to raiſe the denomination of the 
Pax va. & coin; becauſe that diminiſhed the quantity of mo- 
w— « ney, this augmented it.“ | 

This was the grand point put under deliberation, 
before the famous arret of the 21ſt of May was given, 
viz. whether to raiſe the value of the coin, which did not 
belong to the bank, but to the French nation, to double 
the denomination it bore at that time, that is, to 130 
livres the marc, by which means the 1300 millions 
would have made 2600 millions, or to reduce the 2600 
millions of bank notes to one half, that is, to 1300 

millions, the total denomination of the coin. 

To ſome people it would have appeared more pro- 
per, to allow matters to ſtand as they were, as long as 
they would ſtand, at leaſt until the actions had been all 
fold off; but this was not thought proper. After a moſt 
learned deliberation, it was concluded to reduce the 
denomination of all the paper of France, bank notes 
as well as actions, inſtead of raiſing the denomination 
of the coin; and this becauſe prices were in propor- 

tion to the quantity of the denominations of money. 

The arret was no ſooner publiſhed than the whole 
paper fabric fell to nothing. The day following, the 
22d of May, a man might have ſtarved with a hun- 
dred millions of paper in his pocket. 

This was a cataſtrophe the like of which, I believe, 
never happened: it is ſo ridiculous that it is a ſubject 
fit only for a farce. 

Here Dutot's lamentations and regrets are inimitable. 

In one place he ſays, ** Credit was too far ſtretched 
to be ſolid. It was therefore proper to ſacrifice one 
part to give a ſolidity to the other. Even this was 
„ done; but the conſequences did not correſpond to 
© the intention. Confidence, which is the ſoul of 
s credit, eclipſed itſelf, and the loſs of the bank note, 
« drew on the loſs of the action.“ 

In another place he ſays, © This arret of the 21ſt of 
„ May, which according to ſome Þleſſoir Pequite” (a 
very mild expreſſion !) “ deſtroyed all confidence in 
* the public; becauſe the King had diminiſhed _ 
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« half of that paper money (the bank notes) which 
* had been declared fixed.“ | 


Is it not a thouſand pities that confidence ſhould © * 


have diſappeared upon ſo flight a wound given to 
equity, only in the opinion of ſome? For Dutot 
thought the operation perfectly conſiſtent with the 
principles of public credit. | 9 

He tells us, that a letter was writ to calm the minds 
of the people, and to ſhew them how abſurd it was, 
to allow the paper to be fixed, while the coin varied : 
but, ſays he, as there was a revenue attached to the 
action, the value of that paper did not depend ſo 
much upon the capital, as on the ſum of the in- 
« tereſt.” Very juſt, But were the dividends to ſtand 
at 200 livres, without ſuffering the ſame diminution 
as the action? And how was confidence to ſubſiſt in 
a country, where the denominations of both the paper 
and the coin were at the diſpoſal of a miniſter ? 

The diminution upon the paper, by the arret of 
the 21ſt of May raiſed a moſt terrible clamour ; and 
Law became the execration of France, inſtead of be- 
ing conſidered as its ſaviour. He was baniſhed, and 
reduced to beggary the ſame day. 

What profit could either the Regent, or Law, have 
reaped from the ſucceſs of ſuch an operation? Had 
the coin been raiſed to 130 livres the marc, no hurt 
would probably have enſued, and the ſame effect 
would have been produced, | 

Had matters been left without any change at all, 
no bad conſequences would have followed : theſe ex- 
iſted only in the heads of the French theoriſts. There 
was, indeed, twice as much money in bank notes as 
in coin, in the whole kingdom of France: and what 
then ? 

When the Regent ſaw the fatal effects of his arret 
of the 2 iſt of May, he revoked it on the 27th of the 
ſame month. On the 29th, he raiſed the coin to 82 
livres 10 ſols in the marc, and re-eſtabliſhed all the 
paper at its former denomination : but, as Dutot has 


ſaid, confidence was gone, and was no more to be 
E 3 recalled 
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Boox IV. recalled. Nothing ſurpriſes me, but that ſhe lived fo. 
PART 2. long under ſuch rough management. 4 


* 


Dutot, in talking of this augmentation of the coin 
on the 29th of May, to 82 livres 10 ſols, ſays, This 
& qperation was conſiſtent with the principles of pub- 


lic credit, and advantageous. They would have 


done better had they puſhed the augmentation to 
&« 135 livres the mare; which would have made the 
&« ſpecie of France equal to the ſum. of bank notes.” 
Thele are his words, p. 165. 

Are not theſe very ſenſible principles, coming from 
a man who has writ a book, which indeed few people 
can underſtand, in order to prove the great hurt of 
tampering with the coin of France? 


CHAP. XXXII. 
Concluſion of the Miſſiſippi Scheme, 


H E Regent, perſuaded that the blunder of the 
21ſt of May was abſolutely irreparable, fell to 
work next to clear accompts with the company 

He owed them 1600 millions capital, and 48 mil- 
lions a year of intereſt upon it. | 

On the other hand, he had in his poſſeſſion no leſs 
than 400, ooo actions, which at 200 livres dividend, 
which the company was obliged to pay, amounted to 
80 millions a year. bus: 

How the Regent and the company ſettled matters, 
do not know preciſely. This, however, is certain, 
that by the arret of the 3d of June 1720, the number 
of 400,000 actions, belonging to the Regent were 
burnt; and 24,000 more which had been created by 
his particular order, the 4th of October 1719, and ne- 
ver delivered to the company, were ſuppreſſed. 

On the other hand, the company ceded 25 rgil- 
lions a year, of the 48 millions which had been tran 
ferred to them. | 

That 
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That ſum was conſtituted anew a 1, the town- Cray. , 
I 


houle of Paris, as a fund to be ſubſcr 
as the French call it at the goth penny. (Dutot, p. 
168.) In conſequence of this, 5 30 millions of bank 
notes were ſubſcribed for, and paid in, in the month 
of June 1720. | 

After the deſtruction of the 400,000 actions, the 
credit of the bank notes languiſhed until the roth of 
October 1720. 5 

The object for which they were created was now 
gone. The whole ſcheme of transferring the King's 
debts upon the company vaniſhed in the conflagration 
of the actions. What was then to be done? 

The bank was at an end: 2235 millions of diſcre- 
dited bank nates in circulation, and a (mall. ſum of 
coin to make them good, was a ſituation which no 
authority could long ſupport. . 

The reſolution then was taken to put a final con- 


cluſion to this great affair; to bid a long fare wel to 


credit and confidence; and to return upon the old 
ſyſtem of rents upon the town-houſe of Paris; and of 
coming at money in the beſt way they could. | 

We ſhall now ſee how this was accompliſhed ; and 
from that form a pretty good gueſs at the extent of 
the fraud committed, with reſpec to the creditors of 
France; not ſo much, I think, from any intrinſic de- 
fect in the Miſſiſippi ſcheme, as from the diſtreſs the 
nation was thrown into, by the ignorance of thoſe 
who over ruled John Law in conducting it. 

We have ſeen how the actions were reduced to the 


number of 200,000; we muſt now give an account 


of the deplorable fate of the bank notes. 

By the arret of the 10th of October 1720, all bank 
notes were entirely ſuppreſſed ; and it was declared, 
that after the 1ſt of December following, they were 
to have no courſe whatſoever. 

Here follows the arrangement of this great affair, 
viz, the liquidation of 2,696.400,000 livres of bank 


notes as regulated by this arret. 
E 4 190, Of 


| for by the XXXII. 
proprietors of bank notes at the rate of 23 per cent. or 


as a as * 
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Boox IV. tmo, Of the above total of notes coingd, there re- 
Parr 2- mained in the bank at that time, for 70), 327,460 liv. 
240. Subſcribed for at 24 per cent. | 
in June 1920 = f - _ $30,000,000 
3tio, Carried to the bank by pri- ay 
vate any as a fund of credi there 200,000,000 
4to, Paid in coin by the bank 90, ooo, ooo 


18, 527,327,460 
This ſum of notes was ordered to be burnt by the 
arret of the roth of October. i 
The remainder ſtill in the hands of the public, ſays 
the arret, was to the amount of 1,169,720, 540 livres, 
and the King declares that the holders of them might 
employ them as follows : RS 
Imo, In purchaſing the remainder of the ſubſcrip- 
tion of 25 millions of rents on the town-houſe of Pa- 
ris, at 24 per cent. inde - - - 470,000,000 liv. 
2do, In purchaſing a farther ſum 
conſtituted on the town-houſe of Pa- 
ris, of 8 millions of perpetual an- 
nuities, at the rate of 2 per cent. or 
at the goth penny - - 400, ooo, ooo 
3tio, In purchaſing a farther ſum | 
conſtituted on the town-houſe of 
Paris, of 8 millions of life-rent an- 


nuities, at 4 per cent. or at the 25th 
penny - - - - - - - - 100,000,000 


heſe ſums amounted to - - 9g70,500,000 


"Sum above = = - - = 1,527,327,460 


Together 2, 497,327,460 
There ſtill remained outſtanding about 200 millions 
of bank notes. 

Theſe were ordered to be diſpoſed of in ſeveral differ- 
ent ways, mentioned in the arret of the roth of Oct. 
which it would be needleſs to mention, as it would 
require a long explanation to make the thing under- 
ſtood: let it ſuffice that there was an outlet provided 


for them, which brought in between 2 and 3 per cent. 
Thus 


my wh «@  x©s wa a 
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Thus we ſee the concluſion of the whole affair. CAN. 
At the beginning, the King's debts flood at 2000 XXXII. 
millions capital, and 80 millions intereſt very ill paid, 
At the end of the ſcheme there had been coined of 
notes abut -<- - 2696 mil. 
Of which in the bank, October 
IO, %/cfͤů/ͤñ·ß8—h¹—ĩʒ6f — 707 mil. 
And paid in coin - go 
This ſubtracted - 17909 mil. 
There - remained outſtanding in bank 
notes * - ee Fd 
Add to this 100 millions ſtill due by the 
King to the company for the billets detat 
withdrawn in conſtituting the firſt 200,000 
actions which ſtill ſubſiſted, and for which 
the company was to receive 5 per cent. 100 mil. 
So the capital of the King's debts re- 
mained at = — - - 1999 mill, 
Balance gained by the whole operation 1 mil. 


1899 mil. 


Conſequently there was little or no fraud 
as to the capital - - - —_- _2ocomil. 
Let us next examine the ſtate of intereſt. 
The intereſt at the laſt was, 
mo, Of rents conſtituted in June 1720, 
on the town-houſe, at 24 per cent. or at the 


4oth penny”© = = = — * 25 mil. 
240, Ditto of the 10th of Oct. 1720, at 
2 per cent. or at the goth penny = - 8 mil. 


— — — 


Carry over 33 mil. 


There are, however, in France at this day, many perſons 
who are till in poſſeſſion of large ſums of thoſe notes. This makes 


| ſome people believe, that all the paper was called down without 


any equivalent given. The reaſon of thoſe notes remaining, is, 
that either the proprietors neglected the occaſion offered by the 
arret of the 1oth of October, or that they were in hopes that 
perhaps the bank might again recover its credit. They were 
miſtaken, and the notes are loft. 
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Brought over 33 mil. 


3tio, Ditto at ditto upon lives at 4 * cent. 

or at the 25th penny - - 4 mil. 
400, Due to the 2 upon the origi- 

nal ſtock of 100 millions ſtill paid them at 

this day at 5 per cent. 5 mil, 
5to, For the 200 millions of credit at the 


bank, ſuppoſe at the rate of 3 per cent. 6 mil. 


610, For the laſt 200 millions provided 

for in different ways, ſuppoſe at 25 per cent. 5 mil. 
to, Allowed to the company toindemnify 

them for the loſs they ſuſtained by theſe ar- 

bitrary ways of reckoning with them, 80 

millions at 5 per cent. ſtill paid them - 4 mil. 


— — — 


57 mil. 


The intereſt at firſt was 80 millions 
The intereſt at laſt was 8 millions 

Defrauded by the ſcheme 23 millions a year. 

This is (as near as I can gueſs at it) the ſtate of the 
French bankruptcy in 1720. 

The creditors were robbed of 23 millions a year. I 
call it robbed, becauſe the intereſt due to them was 
diminiſhed by that ſum, without their conſent, and in 
conſequence of the moſt arbitrary proceedings; where- 
as, had the ſyſtem been conducted with ability, the 


whole of the debts would have been brought to an 


intereſt of 48 millions, inſtead of 57, and no body 
would have complained of injuſtice. 

Money likewiſe might have been braid to 2 
per cent. The 1600 millions borrowed of the com- 
pany at 3 per cent. would then have been reduced 
to two; which would have brought the 48 millions 
of intereſt, upon the whole, to 32 millions: and 


France, from being reduced to beggary by the King's 


wars, would have become the moſt flouriſhing ſtate 
in Europe. 


Let us next gueſs at what may reaſonably be ſup- 


poſed to have been the largeſt ſum of coin ever col- 
lefted in this bank. 
I ima- 
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I imagine that the far greater part of all the coin 
ſuppoſed to be in France during the Miſſiſippi ſcheme, 
remained in private hands, without ever coming into 
the bank. My reaſon for being of this opinion is, 

Law never could have had more than the value of 


his original ſtock, and all the value of notes he had 


in circulation, | 
It is abſurd to imagine he ever ſhould have had the 
half, or near it; but let me ſuppoſe it, 


The bank ſtock was - - - 6 millions. 


The notes he iſſued were = 59g millions. 
In all - — — - - _ 65 millions; 

This is a trifle compared with 1 200 millions. 

Next for the united bank. The time at which the 
greateſt quantity of coin was collected, muſt have 
been when all credit failed, that is, on the 21ſt of 
May 1720. 

At that time coin was taken out of commerce : eve- 
ry one was forbid to have above 500 livres in poſſeſſi- 
on; and every operation had been uſed to call it in. 

At this time, we know that all the notes coined 
were iſſued, except to the value of 461,316,410 livres. 

Now we have ſeen that on the tenth of Oct. fol- 
lowing, there were in the bank to the value of 
709, 327, 460 livres. 

t me, therefore, ſuppoſe, that from the 2 iſt of 
May to the 1oth of Oct. the bank paid away in coin, 
the difference between theſe two ſums; to wit, 

246,011,050 livres. 

Add to that ſum what was then 

in the bank, viz. - - 90,000,000 


Sum - - 236,011,050 


This ſum is all we poſlibly can ſuppoſe to have 


on in the bank on the 21ſt of May, when credit 
ailed. 

We muſt reckon this ſum of coin at 8g livres 10 
ſols per marc, the then value; which makes about 


8,146, 600 J. ſterling. A large ſum, no 9 
ittle 
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Boox IV. little more than + of 40 millions ſterling, the value of 
PART 2. 1200 millions of livres, at 60 to the marc, as has 


been ſaid. Conſequently, either thoſe 40 millions ſterl- 
ing were not then in France, or the greateſt part of 
the ſum had remained in private hands during this 
whole operation. | | 

In this light I ſee the Miſſiſippi ſcheme. I may, no 
doubt, be miſtaken in many things : the lights, or 
rather the glimmerings, by which I have been con- 
ducted thro this inquiry, muſt plead my excuſe. 

But it is not ſo much facts as principles, I have 


been inveſtigating through this whole diſquiſition; 


and the imperfect account I have been able to give 
of the former, will at leaſt point out, I hope, the no- 
tions which the French nation, at that time, had of 
the latter. If the contraſt between French princi- 
ples, and thoſe I have laid down, tend to caſt any 
light upon the ſubject of paper credit in general, my 
end is accompliſhed: if they ever prove of uſe to 
mankind, I ſhall not think my labour loft. 


CHAP, XXXIIL 
Why Credit fell, and how it mgght have been ſupported. 
SHALL now make a few general obſervations 


upon the total and ſudden fall of credit in France 
in May 1720: and I ſhall ſuggeſt the means by 


which, I think, it might have been ſuſtained, even 


after all the preceding miſmanagement. 

Was it any wonder that the French ſhould be aſto- 
niſhed at this prodigious revolution, at this immenſe 
value of paper on the 21ſt of May, and at the to- 
tal diſcredit of every bit of it the day following? 

If there was a value, ſaid they, what is become of 
it ? If there never was any value, how could a na- 
tion be fo deceived ? This phænomenon has puzzled 

many 
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many a head; but the nature and principles of cre- 
dit turniſh an eaſy ſolution of it. N 


In deducing the principles of credit, we have 


ſhewn that a permanent and well ſecured fund of in- 
tereſt is always equal in value to a correſponding ca- 


pital. 


The difference between a permanent and well ſecur- 
ed fund, and a precarious and ill ſecured fund, conſiſts 
in this, that the firſt never can diſappear, and the 


other may. 


Now. the fund, in this caſe, was at firſt real and 
did exiſt; but it was rendered precarious, by a 
blundering adminiſtration : then credit failed, and in 
that convulſion, the fund of intereſt was fraudulent- 
ly diminiſhed by an act of power. 

Had the true principles of credit been underſtood 
in France, the bank notes and actions might have 
been ſupported, even after the arrei of the 21ſt of 
May: and all the monſtrous value of paper, raiſed 
ſo high by the low rate of intereſt, might have been 
preſerved : conſequently that value, in capital, real- 
ly exiſted relatively to the rate of intereſt. 

As the object of the preſent diſquiſition into the 
principles upon which the Miſſiſippi ſcheme was con- 


ducted, is only intended as an illuſtration of the prin- 


ciples of credit in general; I ſhall firſt account for 


the wonderful phenomenon above mentioned, and 


then ſhew how, in the greateſt of all the French diſ- 
treſs, their credit might have been re-eſtabliſhed in 
a more ſolid manner than ever. 

As to the wonderful phenomenon of the prodigi- 
ous wealth created by the ſyſtem, and annihilated in 
one day, I anſwer, that there had been no creation 
of wealth at all, except in conſequence of the fall 
of intereſt. 

Imo, We have ſeen that at the death of the late 
King of France, the intereſt of his debts amounted 
to 80 millions. Was not this a fund which ought 
to have been made ſolid and permanent? Will any 
man ſay, that a regular plan of paying this intereſt 
was a means of creating new wealth? Certainly not. 

2do, 
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2do, Theſe debts were ſecured by contracis of con- 
Paar 2. flitution of annual rents upon the town: bouſe of Parts c 


a ſecurity taken in the name of a particular creditor, 
which requires a form of law to transfer, | 

By the ſcheme we have been explaining, all theſe 
ſecurities were changed: and inſtead of conſtitutions 


ol rent, bank notes, in which the King was equally 


debtor, were given. 

Will any man ſay, that this was the means of 
either increaſing or diminiſhing the wealth of France? 
Certainly not. A man who has a good bond in his 
pocket is as rich before it is paid with bank notes as 
after: but he has not ſo much money in his hands; 


becauſe the bond is not money, and the notes are. 
3tio, We have ſaid that the intereſt of the King's 


debis amounted to 80 millions a year, at 4 per cent. 

We have ſeen how the company of the Indies were 
provided with a fund equal to this ſum, ariſing from 
the 48 millions which the King paid for the loan of 
the paper with which the debts were to be paid, 
and from many other lucrative branches of revenue; 
which inſtead of being burthenſome to the King, 
were, on the contrary, a means of augmenting his 
income, by the advanced rent the company gave 
for the different farms which produced them. 

Had the public creditors, therefore, veſted their 
claims in actions, they would, in conſequence of that 
operation, have become ſharers in the fund of 80 
millions a year, adminiſtered by themſelves, (and 
they would then have been the company) open to 
be improved by trade abroad, and by a good ad- 
miniſtration at home. 2 | 

Had this ſyſtem been carried on in a plain eaſy way, 
conſiſtently with common ſenſe, the public creditors 
would have been paid; the King's revenue augment- 
ed; and it would have been put under a good and 
a cheap adminiſtration. 

But when, by the abſurd operations of changing 
the denominations of coin and paper, and wantonly 
playing with every man's property, the Wr 
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the town-houſe of Paris, a bank note put into their 
hands, which might be diminiſhed in its value by one 
half every month, while at the ſame time the coin 
might be raiſed to double, it was very natural to 
ſuppoſe, that the intention of the King's miniſters was 
to withdraw from them totally theſe 80 millions, leſs 
or more, to which they were entitled: in which caſe, 
there was an annihilation indeed of all the notes; 
but there was no annihilation of wealth: for in that 
caſe, the wealth was ſtill the ſame, only it was trans- 
ferred from the creditors to the king the debtor : 
that is, the creditors were defrauded. 

On the other hand, ſtood the proprietors of the 
actions fold. Theſe were in uſe to make a traffic of 
buying and ſelling the 200,000 actions which had 
been in their hands ever ſince September 1717, when 
they were firſt created. For we have ſhewn, that 
the poſterior creation of actions by the united com- 
pany, was a mere deluſion, as they were all found in 
the cuſtody of the Regent. The actions, I ſay, were 
immediately put into a ſtate of ſtagnation ; becauſe 
of the diſcredit caſt upon the bank notes, with which 
it had been uſual to buy them. 

4to, I muſt obſerve, that the ſtagnation of a pa- 
per which carries no intereſt, is equal to a tempo- 
rary annihilation. The holder then is deprived of 
the uſe of his money; and he is not paid for the loſs 
he ſuſtains. | 

If, therefore, it had been poſlible to have given a 
new activity to this bank paper, without allowing it 
to die away, as it were, in this temporary fit of 
fainting, credit would have revived: all accompts 
would have been kept clear, for this is the uſe of pa- 
per money, and ſo ſhort a ſhock would hardly have 
been felt. | 

But the great damage reſulting to the public, up- 
on every occaſion of this kind, proceeds from the de- 
lay in applying the proper remedy, When any pa- 
per is diſcredited, it immediately falls in its value. 


The 
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Boox IV. The perſon then who is the original and real creditor . 


Paar 2- for the whole value, and in whoſe hands the paper 
is when it ſuffers the diſcredit, ſells at diſcount : this 
| is an irretrievable loſs to him; and when the paper 


whole, the profit then belongs to the perſon who 
had bought it at diſcount, and does not go to indem- 
nify the real ſufferer. | | | 
This was the caſe with reſpect to the notes of the 
French bank : they were allowed to languiſh from 
the 21ſt of May that they were diſcredited, until 
the 10th of October, when their fate was decided, 
as has been ſaid. | 
Farther, we have ſeen, that this whole movement 
of credit had for its baſis 80 millions a year, original- 
ly paid to the creditors for their intereſt. This ſum 
anſwered to the capital of 2000 millions; becauſe at 
the old King's death, intereſt was fixed at 4 per cent. 
When, by the operations of the ſyſtem, all this ca- 
pital was turned into money, that is, bank notes, 
the regorging plenty of it made intereſt fall to 2 per 
cent. conſequently, the capital, which conſtantly draws 
its value from the intereſt paid for it, roſe to 4000 


that above 2000 millions of theſe booo millions were 


So that both the notes and the actions muſt not be 
reckoned as exiſting together. 

Had the Regent told the actions, he would have 
burnt 2000 millions of bank notes, and thus the va- 
lue in paper would have remained at 4000 millions, 
ſo long as intereſt remained at 2 per cent.; and had 
intereſt fallen ſtill lower, and dividends remained at 
200 livres per action, the value of actions, and con- 
ſequently of this capital of 4000 millions, would have 
riſen in proportion, juſt as the value of the capital of 
the debts of Great Britain riſes and falls according to 
the rate of money; altho' the ſame ſum of intereſt be 
paid to the creditors at all times, 


This 


recovers its credit again, either in part, or on the 


millions. We have ſaid that the total value of the 
paper roſe to 6000 millions; but we muſt reflect, 


in bank notes, and employed in buying of actions. 
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This augmentation, therefore, upon the value of Cuar. - 
all capitals, during the Miſſiſippi, of lands as well XXXIII., 
as actions, was in conſequence of the fall of intereſt, — 
and from no other artifice whatever. Lands in Fi ance, 
at that time, ſold at 80 and 100 years purchaſe. [Du- 
tot, Vol. II. p. 200] Ml 004 | 8 

When credit failed, and when all the circulatin 
paper was thrown into a ſtate of ſtagnation, — 
role, in proportion to the deficiency of the ſupply for 
the de mands of borrowers. The value of capitals 
then diininiſhed But this might have happened from 
another cauſe, had there been no barkruptcy, or in- 
tention to defraud the creditors: , a war might have 
produced it; or ay circumſtance which might have 
raiſed the rate of intereſt, | 

The riſe, therefore, upon capitals, from the fall ut 
intereſt, I conſider here as no acquiſition of wealth; 
| reckon wealth to be that which is the annual pro- 
duce of the capitals. 5 | | 

So much for the reſolution of this wonderful. phe- 
nomenon. pi. tig 1 e | 

1 muſt now ſhew that in the height of the diſtreſs, 
the confidence of the public was ſtill to be regained, 
and credit recovered, even after the fatal arret of the 
21ſt of May 1720. rg 

I lay it down. as a principle, that whoever has a 
ſufficient fund, and pays intereft. regularly for the mo- 
ney. be owes, runs no-riſk of loſing bis credit. 

So ſoon, therefore, as the Regent found that by his 
arret of the 21ſt of May, all credit had diſappeated; 
had he, upon the 27h of the ſame, month, or at the 
ime he raiſed the coin to 82 livres 10 ſols per marc, 
ordered all bank notes preſented to the bank, either 
to be paid in coin or marked in the books of the bank 
as bearing intereſt at 2 per cent. I ſay, credit would 
not have ſuffered in any compariſon to what it did. 
No body then would have fold a note at diſcount; and 
had it been neceſſary, he might have ordered the in- 
tereſt to be paid monthly. | 

The authority I have for this opinion is Dutot. 
who ſays, that upon opening the ſubſcriptioa of 25 

Vor. III. F millions 
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Bqox IV. millions in the month of June, the notes fell in their 


Par 2. value 11 cent. on 
| | + per ly. 


Now the rate of this ſubſcription was at 24 per cent. 
as we have ſeen; coriſequently, if 100 livres of notes 
loſt but 114 per "tent. they were worth 883 livres in 


coin; but theſe 100 livres in notes were worth 24 per 


cent. "becauſe the ſubſcription was open at that rate : 
conſequently 883 hvres in coin was alſo worth 2 hvres 


10 ſols per annum: conſequently intereſt, at that 


time, was at 2.825 per cent. that is, below 3 per tent. 
even after the bankruptcy. 

Where then was the great harm? Where was the 
occaſion to fly immediately to the deſtruction of acti- 
ons, which were in the Regent's own hand ? A little 
patience, and good 1 would have ſet all 
to rights. 

I would, therefure, have left the notes in circula- 
tion vhder this: regulation, viz. that ſuch as ſhould 
be preſented to the bank ſhould have had a transfer 
of 2 per cent. paid quarterly; or a value, in actions, 
at 10,000 livres per action; which is the capital an- 
fwering a dividend of 200 livres at 2 per cent. at the 
option of the holder: and in cafe intereſt had eome 
to fall fill lower, the price of actions might have 
been augmented. 

l wonld have ſet before the public a full and erbt 
account of the company's funds. I would have ba- 


niſhed all myſtery from the affairs of credit. I would 


ed. regiſtered a declaration in parliament, ferting 
T 

to, That all future changes either upon the de- 
nominations of paper or coin, were contrary to the 
maxims of overnment, © 
25, That all Ripolations' berween the King 256 
his creditors were to be inviolable; And. 

3710. That the parliament of Paris ſhould for ever 
remain inveſted with an excluſive right to watch over 
thoſe regulations in time to come; and I would have 
bound the parliament by a ſpecial oath for that pur- 
poſe. I would even have had the King to take the 
ſame oath : and he might have ratified it at his coro- 
nation in 1725. By 
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By theſe ſteps ſhould have veſted a new power in Ce 
the Kings of France which they never had before: a XXX 
power of having money from their ſubje&ts, fre —— 


their allies, aud from their enemies: a power the 
have not, nor ever will have, until the principles of 
credit be better underſtood among them. Ns 
Had ſuch a plan been followed, I have no? the 
leaſt doubt, but that, 1. The actions would have teen 
ſold at a very great advanced value above thdiſtagd- 
ard of 5000 livres, at which the Regent had bought 
them: 2. That money would have come back to 2 
per cent. and then, 3. Had banks been eſtabliſned up- 
on a proper plan, eaſe, with induſtty, would long ere 
now have appeared in every corner of that kingdom. 
How infinitely more eaſy would it have been 30 eſ- 
tabliſh ſuch a plan in 1720 than at preſent? At that 
time the moſt difficult part of the whole was executed: 
The creditors had taken notes for their claims: the 
credit then was given. There was nothing to be done 
but to ſupport it. The creditors Were then at the mer- 
cy of the ſtate: at preſent the ſtate is at the'mercy of 
the creditors, Were ſuch operations on coin to tag 
place at preſent, as were then familiar; were the King 
at preſent to attempt to turn the conſtitutions of rent, 
perpetual and life annuities, into any other form than 
what they have, the credit of Frante would be un- 
done for a long time; and who knows what views of 
ambition a fituation ſo deplorable might not ſtir up 
in certain courts of Europe? 1. 350 
What ſtate would pay its debts, if it durff do other- 
wiſe? And what ſtate can diminiſh its debts in any 
other way than by lowering the intereſt upon them? 
But of this more in the proper place. 150; 
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Boox IV. | 
PaxrT 2. CHAP. XXXIV. 


How the diminiſhing the Denomination of the Paper in 


Circulation, by the arret of the 21ft of May 1) 20, de- 
firoyed the Credit of France, when the ſame arbitrary 


Meaſures taken, with regard to the Coin, bad pro- 


duced no ſuch Effect. 


ls queſtion is curious, and I ſhall endeavour 
ö ] to reſolve it in the beſt way I can, before I con- 
clude this ſubject. 

The firft thing to be done is to point out the imme- 
diate effects which reſulted upon diminiſhing the de- 
nomination of the paper; becauſe the deſtruQtion of 
the credit of France was not the immediate conſe- 
quence of this arret; but the ultimate effect of a 
chain of conſequences which followed indeed very 
quick upon one another, | 
- The paper had been declared, againſt the opinion 
of Mr. Law, by an Arret de Conſeil of the 22d of A- 
pril 1919, une monnote fixe, as has been ſaid. Conſe- 
quently, any diminution of its denomination was a 


- plain infraction of the public faith. From this de- 
- Flaration in the arret of the 22d of April 1719, the 


public reaped one notable advantage, which was, that 
ia borrowing and lending paper, every one was ſure 
that the obligatims contracted could be diſſolved by 
teſtor ing the very ſame ſpecies of property which had 


been received; but by diminiſhing the denomination 


of it, by the arrer of the 21ſt of May 1 720, all ſuch as 
were debtots, became obliged to diſcharge their debts 
at the expence of double the ſum of paper borrowed. 
The immediate conſequence, therefore, of rouching 
the denomination of the paper, was, to ſhew the pub- 
he that their fortunes in paper were liable to the ſame 
inconveniences as fortunes in ſpecie; that is, that they 
might be increaſed or diminiſhed at pleaſure. Upon 
this it was very natural for every one to endeavour to 
realize his paper, and put it into coin: ſince, in pari 
caſu, it was better to have it in that which had ſome 
inttinſie value, than in that which had none at all. 
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Of all the French paper, the notes were the moſt ea- Cn, — 


ſily realized; becauſe there was contained in them a XXXIV; 


direct obligation upon the bank to pay them in coin, 


The actions again were more difficult to be convert- 


ed; becauſe in order to realize them, it was neceſſary 
to find people who were willing to give either notes or 
coin for them. | 


A run upon the bank, therefore, taking place, _=_ | 
OP 


the arret of the 21ſt of May, it was obliged to 
payment: this occaſioned a general alarm, and de- 
firoyed the confidence which the public had had in the 
flate, which is what we mean by public credit. 

This point explained, it remains to ſhew why the 


augmentations and diminutions upon the ſpecie ſhould 


not have ruined the credit of the paper. 

ima, The operations upon the ſpecie affected the 
paper only indireQtly; but the diminution upon the 
paper affected it directly. 


The operations upon the ſpecie only affected that 


part of the paper which was made to circulate as an 


uivalent for the ſpecie; or in other words, that part 


which people realized, either, 1. with an intention ro 
withdraw their funds altogether out of the ſcheme; or 
2. to profit of the operations upon the ſpecie; or in 
the laſt place, to procure (mall ſums of money for com- 
mon expences. : 

Now as to the firſt, the number of thoſe who wiſh- 


ed to withdraw their ſtocks were inconſiderable, in 


proportion to the ſtock-jobbers;” and therefore their 


intereſt could not affect the general credit; and the 


laſt was inconſiderable in every reſpect. 

As to the ſecond, the government made it very dif- 
ficult for the proprietors of notes to profit of the ope- 
rations upon the coin, When it was to be diminiſhed, 
the diminutions were advertiſed ſome time before they 
took place, and the diminution went on always by de- 
grees, Thus people who had paper, with which they 
could trade in buying actions, conſtantly riſing in their 
value, by the intrigues of the ſtate, when at the ſame 
time the denominations of the coin were diminiſhing, 
did not carry their notes to the bank for two reaſons. 
| F 3 The 
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Boox IV. The firſt, that the paper really gained by every di- 
Far 2 rpinution upon the denomination of the ſpecie, in an 


exact proportion to the diminution. A livre in a bank 
note, while the ſpecie was diminiſhing by intervals from 
80 livres the mark to 65 the marc, gained regularly 
in the hands of the poſſeſſor; whereas had he realized 


at any period but the laſt, the ſubſequent diminutions 


upon the ſpecie he had acquired with his paper wauld 
have affected the value of it. 

The ſecond way, that by realizing he deprived 
himſelf of the profit of ſtock jobbing. 


The only way, therefore, for the proprietors of the 


paper to gain by the operations of the ſtate upon the 
coin, was to gueſs the time when the coin was to be 
raiſed in its value: but this was impoſſible; for the 


riſing was ſudden and unexpected; whereas notice was 


conſtantly given of the fall, at ſome diſtance of time. 

For example, the money was ſuddenly raiſed the 
5th of March 1720, from 60 livres to 80 livres the 
marc; and the 14th of the ſame month, notice was 
given, that on the 1ſt of April following, it was to be 
brought down again to 70 livres per marc; and on the 
firſt of May following, to 65 livres. The conſequence 
of this was, that from the 11th of March, people were 
glad to carry money to the bank for notes, which were 
to ſtand at the ſame denomination, whereas the ſilver 
was to diminiſh on the 1ſt of April. 

Accordingly a great ſum, above 44 millions, was 
brought in during this interval. | 

When the 1ſt of April came, and that the ſil ver 
was brought to 0 livres the marc," thoſe who were 
in poſſeſſion of the paper, were ſtill prevented from 
realizing ; becauſe of the future diminution which was 
to take place. When this term was come, people had 
reaſon to imagine that the ſilver would for ſome time 
ſtand at 65 livres the marc; conſequently, there was 
more to be gained in ſtock-jobbing with the notes, 


than in realizing them in ſpecie, which, in order to 


make profit of it, muſt have lain dead until a new 
augmentation ; which was a very uncertain event. In 


ſhort, there was no run upon the bank from the iſt 


to 
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| to the 21ſt af the month of May, when the famous Cn. 


arrei in queſtion was given. Then indeed the run 
came on with violence, and payment was opt, 


ada, The ſecond reaſon why the effects were dif- 


ferent when the ſtate changed the denomination of 
the coin, fram what they proved to be when the de- 


nomination of the paper was changed, I take to be hy 


That in France ite operations upon the coin ha 
been familiar; and were expected by every body: 
and, perhaps, the very making the paper a monnoie 
Are, had for this reaſon added to the credit of it. A 
moſt ſurprizing thing! The ſtate took care always to 
gain, whether they raiſed, or whether they diminiſh- 
ed the value of the coin. The ſtock-jobbers, there 
fore, never minded the coin at all. If they could pro- 
fit by an augmentation by foreſceing it, they realized; 
if they could ſee a diminution before notice was given 
of it, then they bought paper. Dy 
The operations on the coin principally affected ſuch 
as were either reſpectively debtors or creditors, to 
people who were obliged to pay, or to receive their 
debts in ſpecie; or who had a fixed revenue ſpecified 
in a number of livres. There the diſorder was great, 


as has been frequently obſerved. 


24i0, The operations upon the ſpecie never could 
deſtroy the intrinſic value of it, however they might 
prevent the circulation of it far a fixed legal deno- 
mination; therefore it remained under all combina» 
tions of circumſtances, a thing valuable to be acquir- 
ed; and it ſtill remained a commadity, de ſireable by 
all, and was therefore conſtantly demanded. | 


But a diſeredit eaſt upon the paper had a different 


effect. The value there depended entirely upon the 
will of the ſtate, and every body ſaw that it was as 
"y to annihilate it, as to reduce it to one half. The 


diſcredit, therefore, had the effect of ſtopping the de- 


mand for it, that is, the currency ; conſequently, a run 
upon the bank immediately took place. 

4to, The rendering the value of the paper preca- 
rious, made every poſſeſſor of it ſeek to realize it 


without delay. The proprietors of the bank notes 
4 ran 
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Boox IV, ran to the bank; and a run upon the bank, at a 


Paar a. time when it could offer payment for the notes in no 


other value than actions, was a declaration of bank- 
ruptcy. Now it was the run upon the bank; it was 
this claim which the ſubjects bad a right to make 
upon the bank, for which the King was guarantee, 
which deſtroyed the credit of France; and it 1s very 


evident that no operation upon the ſpecie could poſ- 


ſibly produce any ſuch effect“. | 
In ſhort, had this operation upon the paper been 


| ſuſpended for a few months; had the people of 


France been indulged in a little more time, their in- 
fatuation in favour of the actions would have carried 
them to employ all their bank notes in the purchaſe 
of thoſe which remained in the hands of the ſtate. By 
this operation the far greater part of the notes might 
have been withdrawn and deſtroyed, and when the 


bank found themſelves in a ſituation to anſwer the 


call of all thoſe which afterwards remained in circu- 
lation, then the ſtate might have boldly ventured to 
diminiſh the price of actions: becauſe if that ſtop had 
occaſioned a run upon the bank for the outſtanding 
notes, there would have been coin enough to anſwer 
them at their full value : and this would have con- 
firmed the credit of the bank more than any thing, 


It was a capital miſtake in this diminution upon the paper to 


make it gradual, Was it not evident that every mortal would ſeek 


to realize a note which was to diminiſh in its value progreſſively 
eyery month ? A note worth 10,000 livres, for example, the 22d 
of May, was immediately reduced to 8000 livres, and the iſt of 
July, was to be worth only 7500. This was plainly ſolliciting a 
run upon the bank. The ſtroke ſhould have been ſtruck at once. 


CHAP. 
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CH AP. XXXV, 


How a Bank may be ſafely eflabliſbed in France, as Mat- 
ters Aand at preſent. 


'L HE prerogative of the King of France is limited 
by no written law, becauſe he is acknowledged 


to be the legiſlature of his kingdom; and the exerciſe 


of his power is only limited by maxims of ſtate. The 
fcſt of which is, that he is to govern according to his 
laws, and not according to his ambulatory will. 
Now, in making of laws, the parliament have a 
ſort of negative, de facto; becauſe the whole regular 
and legal execution of every law is committed to 
them : and if they refuſe to regiſter it, they refuſe to 
execute it; and a law without execution is, in fact, 
no law at all. | 
When the King's will can be carried into execution 
by a ſingle act of power, the authority of parhament 
is of no effect in preventing it. When this requires 
a train of ſyſtematical adminiſtrations, the concur- 


rence of parliament, who hold the regular execution 


of the laws, is abſolutely neceſſary. 

Banks of depoſit and of circulation, ſtand, it muſt 
be confeſſed, upon a very precarious footing, under 
ſuch a government. | 

An order from the King is at any time ſufficient to 
command any depoſit of ſpecie which can be made 
within the kingdom. While this is the caſe, no pa- 
per can have any ſolidity, which draws its ſecurity 
from ſuch depoſit. 

Coin, therefore, muſt be baniſhed from all banks 
in France: and the uſe of them ſhould be entirely 
limited to that of an office, for the keeping of reck- 
onings between people who have ſolid property, and 
who may want, on a thouſand occaſions, to melt it 
down in favour of conſumption, trade, induſtry, agri- 
culture, or the hke. | 

In this light, a general bank may be eſtabliſhed at 


Paris; and branched out over the whole ER 
| e 
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Boox IV. The ſtock of it ſhould conſiſt in land property, en- 


PARP 2- gaged unalienably, to make good the engagements 
of the bank. | | 


Notes ſhould be ifſued upon folid ſecurity, bearing 
no intereſt while they circulate as money; and when 
they return upon the bank, either the original ſecu- 
rities may be withdrawn, or payments might be made 
by the transfer of a correſponding perpetual intereſt, 

Every province, every conſiderable city in the 
kingdom, ſhould be allowed to be intereſted in ſuch 
a bank: and in every conſiderable city, there ſhould 
be an office for tranſacting ſuch credits, and for re- 
gularly receiving all payments of intereſt, If the 
King ſhould think fit to allow his mint to ſupply coin, 
or bullion, for bank notes - preſented, at a determi» 
nate premium, he might by this operation advance 
the commercial intereſts of his kingdom, in facili- 
tating the payments of a wrong balance of foreign 
commerce: but without that regulation, the bank 
will be perfectly ſufficient for promoting and ſup- 
porting domeſtic circulation. Every one who 1s able 
to give ſecurity for a certain intereſt, will be ſure to 
find money : and as the expence of conducting fuch 
a bank will be very ſmall, the intereſt for money will 


be very low. 
As I (aid before, a bank of this kind would be no 


more than an office appointed for keeping accounts 
between people who are poſſeſſed of any paper ſecur- 


ed upon real and ſolid property: and farther, in the 
beginning, at leaſt, I would not advite to carry it. 

Ihe general accompt of the bank would appear in 
a few articles, viz. Credits given, ſo much; inde of 
intereſt to be received, ſo much. 

Notes returned, ſo much; inde of intereſt to be 
paid, ſo much; balance in favour of the bank, fo 
much. 

A bank of this nature would anſwer every purpoſe 
for promoting induſtry and domeſtic circulation. 

Such a bank muſt neither iſſue, or ever receive 
coin in payment. 
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CH A P. XXXVI. 
Of Banks of depeſit and credit. 


NOW diſmiſs the ſubject of banks of circulation. 
[ The unſpeakable advantages drawn from this in- 

itution, when properly regulated, in ſupplying mo- 
ney at all times to thoſe who have property, for the 
encouragement of induſtry, and for improvements of 
all ſorts, and the bad conſequences which reſult to 
ſociety, from the abuſe they are expoſed to, has en- 
gaged me, perhaps, in too long a diſcuſſion of parti- 
cular combinations of circumſtances relating to them. 

I now come to treat of banks of depoſit or of tranſ- 
fer of credit: an inſtitution of the greateſt utility for 
commerce. | 

Theſe two ſpecies of banks differ eſſentially in two 
particulars. | 

1419, That thoſe of circulation ferve the purpoſe of 
melting down unwieldy property into money; and 
of preterving the quantity of it at the proporti- 
on of the uſes found for it. Thoſe of depoſit, are 
calculated to preferve a ſum of coin, or a quan- 
tity of precious moveables, as a fund for carrying on 
the circulation of payments, with a proportional va- 
lue of credit or paper money ſecured upon them. 

2do, In the banks of circulation, the fund upon 
which the credit is built, is not corporeally in the cu- 
ſtody of the bank ; in the other it is. 

The fundamental principle, then, of banks of de- 
poſit, is the faithful prefervation of the fund deli- 
vered to the bank, upon which credit, in money, is 
taken for the value. 

If at any time a bank of depoſit ſhould lend, or 
ſhould, in any wite, diſpoſe of any part of this fund, 
which may conſiſt of coin, bullion, or any other pre- 
cious moveable, once delivered to them, to the end 
that a credit in money may be writ down for it in 
their books of transfer, in favour of the depoſitor, and 
his affigns; by that act, the bank departs from the 
principles upon which it is eſtabliſned. And he: 
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PART 2. ſo diſpoſe of the fund of their credit, then ſuch a bank 
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becomes of a mixed nature, and participates of that 


of a bank of circulation. 
Theſe things will be better underſtood by reaſon- 


ing from an example of a true bank of depoſit. 


CHAP. XXXVI. 
Of the Bank of Amſterdam. 


ANY authors have written concerning this 
great bank of 9 3 Davenant, 
Sir William Temple, Ricard, in his Traite de Cum- 
merce revu par Struyk, the author of the Eſſay ſur le 
Commerce, and Mr. Megens, in his book, which has 
been tranſlated into Engliſh, under the title of The 
Univerſal Merchant. I | 
In theſe authors we find a number of facts, which 
I ſhall combine with my own informations, and here 
apply principles to them; in order to communicate 
a diſtinct idea of this eſtabliſhment, A detail of its 


particular operations regards practice, and falls not 
within my ſubject. 


The original intention of the States of Holland, in 
eſtabliſhing the bank of Amſterdam, was to collect a 
large capita! in coin within that city, which might 
there perpetually remain, buried in a ſafe repoſitory 
for the purpoſes which we are now to explain. 

In order to accompliſh this plan, they eſtabliſhed 
the bank upon the 31ſt day of January 1609. 
The method they fell upon to collect the coin, was 
to order, that all bills of exchange, for any ſum ex- 
ceeding 300 florins, ſhould be paid in ſpecie to the 
bank ; and that the holder of ſuch bills ſhould, in- 
ſtead of receiving the coin, have the value of it writ 
down in the books of the bank to his credit, at his 
command, to be transferred to any perſon he ſhould 
appoint ; but never more to be demandable from the 
bank in ſpecie. 15 
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this operation, the mals of coin circulating con- Our. 


ſtantly from hand to hand, between the merchants of 
Amſterdam, began, by degrees, to be heaped up in 
the bank; and as the heap augmented, fo did the 
ſum of credit augment upon the books of the bank. 

It is evident, from this change in the mode of cir- 
culation, that no loſs could be incurred from the locks 
ing up of the coin. | 

As long as coin is in a ſtate of conftant circulation, 
it can produce no intereſt to any perſun. Intereſt 
commences from the moment the coin begins to ſtag- 
nate; that is to ſay, ſo ſoon as it comes into the 
hands of one who has no ready money demand upon 


him. When this happens the proprietor lends, it at 


intereſt. | | 

Now the credit in the books of the bank, which is 
every day transferable at the bank, anſwers every 
purpoſe of coin, either for payment or loan and the 
proprietor has neither the trouble of receiving the ſpe- 
cies, nor any riſk from robbery, or falſe coin. 

The firſt advantage the city reaped from this inſti- 
tution, was, to ſecure the reſidence of trade in that 

lace, | 
: Capitals transferable only at the bank, laid the 
proprietors under a neceſſity of fixing their dwelling 
where their funds were, and where only they could 
be turned to accompr. 

It had another excellent effect in commerce: it 
pointed out the men of ſubſtance. A credit in bank is 
no wiſe equivocal: it is a fund of undoubted ſecurity. 

From the conſtitution of this bank we may form an 
eſtimate of the extent of the depdit. 

It can only ſwallow up a ſum equal to what is ne- 
ceſſary for circulating the payments of the city of Am- 
ſterdam, Were a ſum exceeding that to be ſhut up 
in the bank, and were the credits written in the books 
of the bank to exceed that proportion, it is plain, that 
the value of the bank money would ſink immediately, 
The reaſon is obvious: the credits transferable are of 
no uſe to thoſe who have no occaſion to transfer; 
that is, to pay, lend, or exchange at CE 
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Boox IV. ſoon, then, as all the demand of Amſterdam is ſatis- 
Ver 2. fied, the proprietors of the overplus will ſeek to realize 


their ſuperfluous credit, in order to inveſt the value 
ariſing from it, in ſome other place whete a demand 
may ariſe. ; | 


In order to realize, they muſt ſell their bank cre 


dit for coin; becauſe the bank pays only in transfer. 
Coin then would be demanded preferably to credit in 
bank; conſequently, coin would riſe in its propor- 


tional value to bank money, or bank money would 


loſe, which is the ſame thing. This fluctuation be- 
tween bank money and coin, leads me to explain what 
is called the agio of the bank. 
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C HAP. XXXVIIL 
Of the Agio of the Bank of Amſterdam. 


W E have pointed out one motive for eftabliſh- 
ing a bank of depoſit at Amſterdam, viz. that 


of fixing the reſidence of trading men in that city, 


Another was, to prevent the inconveniencies to 
which a ſmall ſtate was expoſed, by the introduction 
of bad coin, from all the neighbouring countries in 
Europe, with whom they traded. | 

In the territory of Holland there are no mines of 
gold and filver; conſequently all they have comes 
from other countries, as the return of a favourable 
balance upon their commerce. | 


At the time the bank was eſtabliſhed, the republic 


was in a ſtate of infancy; and any coin they had, was 
that of their old maſters the Spaniards, This was 
unequally coined; many pieces were light ; many 
had been clipped and waſhed. As they extended their 
traffic, they were obliged to receive great quantities 
from Germany, which was ſtill worſe. 3 
In order then to prevent the circulation of ſuch 
eoin, and the perplexities occaſioned by it on all ac- 
counts, they eſtabliſhed a bank, and fixed the ſtand- 
ard upon a ſilver coin called the ducatoon, to which 
they 
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they gave the denomination of 3 florins or guilders 
bank money. ey | 

But as this coin alſo was unequal, like all the reſt 
of the ſpecie in Europe, before the introduction of 
milled coin, and the policy of weighing piece by piece 
at the mint, the bank appointed the ducatoons to be 
received in bags of 200 pieces, weighing together 
26 marcs 5 ounces 10 engles of Amſterdam troes, or, 
gold weight; which being reduced to aces, (the low- 
eſt denomination in this weight) make 136, 640 acts. 
This divided by 200, gives, for the weight of 1 du- 
catoon, 683.2 aces. IG. 15297 e | 

Let us now convert theſe aces into troy grains, ac- 
cording to the proportion eſtabliſhed between Dutch 
aces and troy grains, in the laſt chapter of the third 


The equation will ſtand thus, 26 | 

5192.8 aces, being equal to 2840 troy-grains, 684.2 
aces, therefore, will equal 505.21 troy-grains; which, 
conſequently, is the weight of a ducatoon, or of 3 
florins bank money of Amſterdam, _ 

Next as to the fineneſs of this coin ; ; 

The ducatoon was coined, according to the im- 
perial ſtandard, of 14 loots 16 grains fine; that is to 
ſay, it is It parts fine, and * parts alloy. 

To find, therefore, the number of Hollands aces, 
and of troy grains of fine ſilver in the ducatoon, ſtate 
the two following proportions: 271 5 

288: 268 :: 683.25 : 635.75 aces fine. 
288: 208 :: 505.21 1470.13 troy-grains fine. 

In the laſt place, if we divide the number of aces, 
and troy grains fine in the ducatoon, by 3, we ſhall 


_ ſee the exact weight of fine filver in 1 florin of Am- 


ſterdam bank money. - _ 
23514 =211.91 aces, and = = 156.71 troy- 
grains fine. 

+ Theſe: calculations premiſed, it would be an eaſy 
thing to fix the exact part of the metals, between ſter- 
ling and bank money of Amſterdam, were the Brituſh 
conn of legal weight, and were the metals there right- 
ly proportioned. But is it to be ſuppoſed, that any 

| _ perſon 


— 
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Boox IV. perſon who has bank money of Amſterdam, wouid 
par z. exchange, at the par of the metals, with ſterling ſil- 

weer, which is many per cent. too light, or againſt 


with regard to the ſilver, and often too light alſo? - 


exchange, as it is commonly computed, upon the 


intriafic value of the coins of other nations, muſt be 


deluſive and of no utility whatever. ” 

For the ſake of giving an example, however, here 
is the real par of the two currencies, upon the ſilver 
ſterling coin of full weight. 

One pound ſterling ſhould contain, as has been 
ſaid, of fine ſilver 1718 7 troy grains, and contain 
240 pence ſterling: ſtate, therefore, the following 
proportion, and you will find how many pence ſter- 
ling one florin of Amſterdam banco ſhould be worth. 

1718.7 :240:: 156.71 : 21.883. 


ney to be ſilver, at the full weight. | 
The florin bank money being regulated upon the 
ducatoon, an old ſpecies not now coined, the fineneſs 


200 ducatoons being determined alſo, this regulation 

determined the weight of ſingle pieces, and fixed the 
- ſtandard of the florin banco, in weight and fineneſs. 

The current money in Holland, coined by the ſtate, 


the laſt chapter of the preceding book. 
So ſoon as the ſtate coined their current florins at 
200.21 aces, it is evident, that the ducatoon, which 


Accordingly, the piece which was in bank money, 3 
florins, became 3 florins 3 ſtivers current money. 
This difference is what is called the agio of the 
bank of Amſterdam. | ict 
From this it appears, that the advanced value of 
the bank money above the current money of Holland, 
is not owing to the great credit of the bank, as ſome 
| | imagine, 


Engliſh bank notes paid in gold, always over-rated 


While, therefore the coin of Great Britain ſtands 
_ the preſent footing, all calculations of the par 


Thus 21.883 pence ſterling is exactly the real par 
of an Amſterdam florin banco, ſuppoſing ſterling mo- 


of the ſilver was determined; and the weight of the 


is the florin of 200.21 aces fine, as we have ſeen in 


contains three times 211.91 aces, mult riſe in its value. 


— © < © ©, — -» 
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upon which the ſtandard of the bank money is fixed. XXX 


Let us next determine the exact difference berw een wy . — 


— 


the bank and the current money, which difference I 
ſhall call the intrinfic agio: for this purpoſe ſtate this 


proportion; 
200 21: 211.91 :: 100: 105.84. 


From which it appears, that the bank money is 


ney of Holland. | | Nr. oof fo ns 

e have ſeen in the chapter refetred to, in what 
a confuled ſtate the Dutch coin is at preſent, and 
how it becomes a ſcience to comprehend any thing 
concerning it. For this reaſon it is, that the regular 


5 84 per cent. intrinſically better than the current mo- 


agio of the bank money of Amſtetdam is always ſup- 


poſed to be 5 per cent. Fatther, 


The ducatoon, upon which it is regulated, p "4 


for 3 florins 3 ſtivers; which is juſt 5 per cent. better 
than 3 florins, at which it was trated when the bank 
was eſtabliſhed'; but moſt of the coins which circu⸗ 
late are light. paws — . 
Thoſe who conduct the affairs of the bank, have 
now loſt ſight of this original coin, which is rarely 
found circulating, in conſiderable ſums; and the 
conſider the florin according to its intriofic worth 
211.91 aces of fine filver; and as the value of ſilver 
varies, they publiſh regulations for receiving coin, ſuch 
as Spaniſh dollars, French crowns, &c. accordin 
they find the proportion of their worth in bank m 
and compounding the value of gold with the value of 
liver, they make the ſame regulations as to gold. 
I have inſiſted too long already upon the ſubulnes 
of the variations in the propottion betweeti gold and 
ſilver, to take it up again in this place. My in- 
tention is to explain the principles upon which this 
great bank of depoſit is eſtabliſhed, and not to de- 
cend into a detail of the mechaniſm of their ada 
the variable coins of Europe to theit own ſtandard. 
have ſaid, that the ſum of credit, written in the 
books of the bank, is in proportion to the quantity of 
Vol. III. G | bank 


\- 
imagipe, but to the ſuperior intrinſic value of the coin 88 


Ly 
* 
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Boox IV. bank money neceſſary for circulating the trade of 
Part 2. Amſterdam, _' N * 
— Conſequently, as this circulation increaſes, the de- 
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mand for bank money increaſes alſo. 


Again; in proportion as the demand for bank mo- 
ney increaſes, the agio riſes; and on the other hand, as 


the demand for current money increaſes, the agio falls. 
FThus we ſaw in the laſt war, ann. 1760, 1761, 1962, 
that agio was below 5 per cent. The reaſon was plain. 
The great circulation carried on in Amſterdam was 
conſiderably directed towards the uſes of war. There 
bank money was of no uſe; coin only could ſerve 


che purpoſe. Accordingly agio fell to —— per cent. 
and-as gold was much more eaſily tranſported than 
ſilver, that metal roſe ; per cent. above the ordinary | 


roportion of 1 to 144. 5 ods 
nd regulates every thing; and this demand 
makes the agio fluctuate; ſometimes riſing above, 


A Jometimes falling below 5 per cent. 


at, th... lot. 
— 
— 
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Continuation of the ſame Subject; and concerning tbe 
Circulation of Coin through the Bank of Amſterdam. © 


ITHERTO we have repreſented this bank as a 
gulf, which is calculated to ſwallow up the coin 
of Europe; without having pointed out any faculty 
of throwing up a part of the treaſure fo ſecured, in 
cafe of an overcharge. „ ppt Fw 

This bas appeared a myſtery to many, and a de- 
fect in the conſtitution of the bank. 

But when the principles upon which it is eftabliſh- 
ed:come to be compared with ſome branches of their 
adminiſtration, which are publicly known, perhaps 
the myſterious part may be unravelled. And al- 
though I do not pretend to give an entire ſatisfaction 
as to every minute particular, I think I can ſhew how, 
and to what extent, the treaſure may circulate, ſo as 
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_ ta occaſion no abufe, either from the hoarding it on - Caar. 
one hand, or from the diſſipation of it for the ſervice XXXIX. 


of the ſtate, on the other: and if all theſe conjee/ 
tures ſhall be found to hang together, and appear 
conſiſtent with principles, without being contradicted 
by any known fact, then I may conelude, that ſuch a 
ſyſtem of banking as I deſcribe,' is at leaſt a poſſible 
ſuppoſition, whether it exactly coincides with that of 
Amſterdam, or not. And who knows but my ſpe- 
culations may enable ſome perſon” of more know lege 
and more ſagacity than I am poſſeſſed of, to render 
this curious operation of credit {til more generally 
underftood than hitherto it has been? | 
have ſhewn how the agio riſes and falls, accord- 
ing to the demand for bank moneĩ.. 
So long, therefore, as the agio does not fall below. 
the difference between the value of the two cur- 
rencies, it is a proof that all the credit writ in the 
books of the bank does not exceed the uſes for it: 
conſequently, the coin locked up, which never can 
exceed the credit on the transfer books, and which, 
were it not locked up, could be of no more ſervice 
than the credit itſelf, in circulating the trade of Am- 


ſterdam, does not exceed its due proportion: conſe- 


quently, it is not hurtfully withdrawn from com- 


merce; conſequently, no abuſe is implied from the 


hoarding of it, 


But let me ſuppoſe a caſe, which may happen; to 


wit, that for a certain time, the trade of Amſterdam 


may demand a larger ſupply of credit in bank, than 
1s neceſſary upon an average. Will not this raiſe the 
agio? No doubt. If the agio riſes ſo high as to af- 
ford a premium upon carrying coin tothe bank, upon 
the footing of their own regulations, this will aug- 
ment the ſum of bank credit; becauſe the money fo 
carried to the bank, becomes incorporated with the 
bank ſtock ; the value is writ in the books of the 
bank; and when this is done, the coin is locked up 
for ever. * 4991 | £ 
If then it ſhould happen, that the trade of Amſter- 
dam ſhould afterwards diminiſh, ſo as to return to the 
G 2 ordis 
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Boon IV. ordinary ſtandard, will not this overcharge of credit 
PART 2. depreſs the rate of bank money, and fink the agio too 


much below; the par of the intrinſic value of the two 


currencies? ,. | 
Lo theſe. difficulties I anſwer, like one who, be- 
ing ignorant of facts which I never could get aſcer- 
tained by any perſon, in Holland to whom I had ac- 
ceſs for iufot mation, and which remained hid from 
moſt people in the deep arcana of Amſterdam poli- 
ties, muſt have recourſe to conjectures, founded upon 
natural ſagacity. | 

Firſt chen, The city of Amſterdam knows, from 
long experience, the rate of demand for bank money; 
aud it is not to be ſuppoſed, that upon any ſudden 
emergency, which may heighten that demand for a 
ume, they ſhould be ſuch novices as to increaſe the 
eredit upon their books fo far, as to run any riſk of 
overſtocking the market with it; eſpecially as, on 
ſuch occaſions,” the deficiency of bank credit might 
be ſupplied with coin, conſtantly to be found in the 
city of Amſterdam, as we ſhall explain preſently. + 
. Farther, Who will ſay, that there does not re- 
ſide a power in the managers of this bank to iſſue 
coin for the ſuperfluous credit, in caſe that, in ſpite of 
all precautions to prevent it, a redundancy of bank 
credit ſhould at any time be found upon their books ? 

It is very true, that no perſon, having credit in 
bank, can demand coin for ſuch credit; and as no 
demand of that fort can ever be made, it is very na- 
tural to ſuppole, that a redundancy of coin and credit 
can never be purged off. | 
During my ſtay in Holland, I was at great pains, 
to no purpole, to diſcover whether ever the bank 
iſſued any part of their credit caſh upon any ſuch oc- 


caſions. Every one I converied with was of opinion, 


that if ever any coin had been taken from the treaſure 
of the bank, it muſt have been by authority of the 
ſtates, for national purpoſes : a ſtep conducted with 
the greateſt ſecrecy ; and the matter of tact, | found, 
was extremely doubtful. But this is nothing to the 
preſent purpoſe, That the coin may be diſpoſed of, 
. ] allow, 
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Lallow, though 1 do not believe. it; but how is the Cuar, - 
ſuperfluous credit, writ in the books, to be diſpoſed. XXXIX. 


of ? There lies thc difficult. 
The popular opinion is, that coin has been taken 


out for the ſervice of the ſtate: the opinion of many 


intelligent men is quite contrary. 1 Ty 
am now to give my opinion, not only as to this 
point, but upon the main queſtion ; and this not from 


information, but from conjecture; which 1 ſhall} 


humbly ſubmit to the better judgment ot my reader. 


My opinion then is, 140, That every ſhilling writ- 
ten jn the 'books of the bank, is actually locked up, 
in coin, in the bank repoſitoi ies. 


2do, That although, by the regulations of the bank, 
no coin can be iſſued to any perſon who demands it 


in conſequence of his credit in bank; yet I have nor, 
the leaſt doubt, but that both the credit writen in the 


books of the bank, and the caſh in their repaſitories 
which balances it, may ſuffer alternate augmentations 
and diminutions, according to the greater or leſs demand 
for bank money. If I can prove this, all difficulties 
will be removed. | 2 TE 

My reaſons for being of this opinion are. 

1mo, From principles, I muſt conclude, that if, 
upon any occaſion, whatever, even when the ſmalleſt 
demand for bank money, and the greateſt demand for 
coin takes place, there was an impoſſibility of pro- 
ducing the leaſt diminution of bank credit, or of pro- 


_ curing any ſupply of the metals from the bank, the 


conſequence certainly would be felt, by an extraor- 
dinary fall in the value of bank money; or which is 
the ſame thing, in other words, by an extraordinary 
riſe in the value of the metals, when compared with 
bank money. * Na 
Now, this is a caſe which never happens. Varia- 
tions upon the rate of agio, of 2 or 3 per cent per- 
haps more, are frequent and familiar. The demands 
of trade, for coin or credit, are fo fluctuating, thar 


ſuch variations are unavoidable ;. but were there au 


overcharge of bank credit, which no power could di- 
miniſh, that overcharge would quickly be perceived; 
| G 2 becauſe 
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Boox TV. becauſe the fluctuations of the agio would entirely 
PART a. ceaſe; as the balance of a ſcale, nearly in <quilibrio, 


ceaſes from a total overcharge on one fide. 
Ado, My ſecond reaſon is founded upon a matter 
of fact, which I muſt now apply. | 
There are upon the ſquare before the town-houſe 
of Amfterdam, (the place de Dam) between 10 and 
11 in the morning, a number of caſhiers, whoſe bu- 
ſineſs it is to buy and fell bank credit, for current 
coin. They bargain with all thoſe who have occa- 
ſion either to buy or ſell; and according to the de- 
mand for ſpecie, or bank credit, the agio riſes or 
ſinks: and as theſe caſhiers muſt conſtantly gain, 
whether they furniſh bank credit or current coin, 
ſince they are never the demanders in either opera- 
tion, it is commonly found, that there is in their fa- 
vour about , per cent. or perhaps x per cent. accord- 
ing to the revolutions in the demand : that is to fay, 
one who would firſt buy ſpecie, and then ſell it, would 
loſe 2, or perhaps but 1 upon his operation. 
From this circumſtance of buying and ſellmg of 
bank credit with coin, and vice ver/a, I think I can 
reſolve the myſtery mentioned above, viz. how the 
conſtant accumulation of com in the bank of Amſter- 
dam, ſhonld never have the effect of depreciating 
their bank money, by augmenting, beyond the de- 
mand for it, the quantity of their depoſit, and of the 
credit written in their books. | 
It is a matter of fact, that the bank lends both coin 
and credit to the brokers, caſhiers, or lombards, who 
are conſtantly found on the place de Dam. 
Whenever, therefore, the bank finds that agio falls 
too low, with re ſpect to the coin; and when, in 
conſequence of that, the demand for coin increaſes ; 
then they lend coin out of their repoſitories to the 
brokers; and when it riſes, they lend credit. | 
This coin the brokers difpoſe of to thoſe who 
have bank money, and who want to convert it into 
coin. They ſel] the coin for bank credit: the pur- 
chaſer writes off the transfer in favour of the broker, 
and he again repays the value of the coin to the bank, 


by 
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by transferring the credit he obtained for the coin, in 
favour of the bank, 9 


This done, the bank may expunge this credit from A 


their books; by which means their depoſit of coin is 
diminiſhed, and alſo the ſum of credit which was 
found ſuperfluous. 5 1 
If, on the other hand, the circulation of the trade 
of the city ſhould, in a ſhort time afterwards, be- 
gin to increaſe, thoſe who have coin, which in that 
caſe would not ſo well ſerve the uſes of circulation as 
the bank credit, come with it to the brokers, who 
| fell them bank credit for it; this coin the brokers 
deliver to the bank, which writes off the credit lent 
to the broker, in favour of him who has paid his 
coin for it. | A ac 
This is, as far as I can gueſs, the nature of the 
circulation of the coin in the bank of Amſterdam. _ 
It is a curious method of preſerving an exact pro- 
portion between the coin in depoſit, the credit writ- 
ten in their books of transfer, and the demand for 
bank money. | ; | 39 * 
The plan is quite conſiſtent with principles, and 
checks exactly with thoſe matters of fact which are 
known to all the world, Whether the operation be 
conducted exactly in the way I haye repreſented 
it, or not, is a matter of ſmall conſequence to , us, 
who aim at nothing more than the BETTS lg 
2 principles upon which ſuch operations may be con- 
ucted. | N 
When we compare this operation with thoſe of 
the bank of circulation, which we have already ex- 
plained, we find a great analogy between them. 
We have ſeen how the notes iſſued by banks of 
circulation increaſe and diminiſh according to de- 
mand: and now we ſee how the ſame principle ope- 
rates in banks of depoſit, which iſſue no coin on de- 
mand. In the firſt” caſe, the maſs of ſecurities, or 
coin of the bank, is diminiſhed, without the con- 
ſent of the bank, by the act of their creditors; that 


is, the holders of the notes. In the laſt caſe, the 
G4 creditors, 
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the bank itſelf, by the help of thoſe interpoſed 
perſons, the brokers on the place de Dam, is en- 
abled to preſerve an exact balance between bank 
money and the demand for it; augmenting it as it is 


demanded, and diminiſhing it when it is found to re- - 
orge. | 0 

: rom this I conclude, that the treaſure of the bank 
of Amſterdam is not near fo great as ſome authors, ti 
from mere conjecture, have aſſerted. D 
The author of the Eſſay on commerce, reckons it et 

at four hundred millions of guilders; and the Am- 
ſterdam edition carries in the margin a correction, cc 
which gives us to underſtand, that it amounts to be- ſa 
tween eight and nine hundred million. Davenant re 


eſteems it at 36 millions ſterling. Mr. Megens, an 
author of great judgment and ſagicity, eſteems this 
treaſure at no more than about 60 millions of guil- 
ders, or about 5,500,000]. ſterling; a ſum (ſays he) 


wherewith great things may be done. Univerſ. Mer- m 
chant, ſect 61, I agree entirely with him, that for de 
the ready-money demands of the trade of Amſter- on 
dam, that ſum, conſtantly in circulation, may go a pa 
great length. | pri 
What has miſled moſt people in their eſtimgtion of an 
this treaſure, is the appearance of a conſtant accumu- thi 
lation, without any reſtitution ; but that there is a con- of 
ſtant egreſs, as well as ingreſs of coin to this bank, | wi 
think I have rendered pretty evident. | 
Beſides the permanent credit written in the books bo 
of transfer, concerning which we have been ſpeaking, me 
the bank of Amſterdam receives, in depoſit, vaſt cen 
ſums of coin every year, which are not incorporated . 
with the bank treaſure, but remain in the bags in col 
which they are delivered, under the joint ſeals of the bar 
bank and of the perſon who delivers them. | rec 
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This operation comes next to be explained. 
The trade of Holland draws a conſtant flux of coin 


and bullion into the country ; and that trade ſends a 
conſtant flux out of it. The eſtabliſnment of the 
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bank of Amſterdam renders the uſe of this coin and 
bullion, upon many occaſions, ſuperfluous as money. 


It therefore remains as a commodity, the value of 
_ riſes according to exigencies, or the demand 
or it. 

When the precious metals come from Spain, Por- 
tugal, and other nations, who owe a balance to the 
Dutch, they are lodged in the bank of Amſterdam in 
the following manner. 

The proprietors carry them to the bank in ſacs 
compoled of a determinate number of pieces, and the 
ſac muſt be of a determinate weight, according to the 
regulations of the bank, from time to time; for which 
the bank writes off credit in bank, at certain rates, 
according to the coin lodged, to the account of the 
proprietor, 

But as this coin is received, upon condition that it 
may be drawn out again, ſo ſoon as the depoſitor ſhall 
demand it; inſtead of writing off the whole value up- 
on the books of the bank, they only write off a certain 
part, (ſuppoſe go per cent) and for the remaining 10 
per cent. they deliver what they call a recipiſſe, which is 
an obligation hy the bank to re- deliver, upon demand, 
the individual tacs, ſealed with the ſeals of the bank and 
of the depoſitor. | his recipyſſe is transferable at the 
will of the perſon to whom it 1s delivered. Farther, 

He who has put his coin fo in depoſit, becomes 


bound to pay to the bank 3, E, or * per cent. every ſix 


months according to the chin: that is, upon gold + per 
cent on pieces of eight and rixdollars 3; on ducatoons 
per cent. and in caſe he neglects ſo to do, then the 
coin becomes conſolidated with the treaſure of the 
bank. and can no more be drawn out, in virtue of the 
recipiſſe. | 

This being performed, the depoſitor may transfer, 


at will, all the go per cent. of his credit, in the courſe 
of 
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Boox IV. of his buſineſs; and ſo ſoon as the value of coin riſes 
PART 2. in the market, he muſt fill up his credit in bank to the 


full value of the go per cent. and then preſenting his 
recipiſſe, he receives back his own individual coin, ſeal- 
ed with his own ſeal, as when at farſt delivered. 


If he finds that it is either inconvenient for him to | 


fill up his credit, or that he has no occaſion for his 
coin, upon the riſe in its value, he may then ſell his 
recipiſſe to another, who has credit in bank equal to 
the value of the depoſit; and he, in virtue of the re- 
cipiſſe transferred to him, withdraws the coin, as the 
perion might have done who put it in depoſit. 

The recipiſſe itſelf, which is what gives a right to 
the coin to any one who is the proprietor of that pa- 
per, and who has credit in bank for the ſum contained 
in it, riſes and ſinks in its value, according to the price 
of the coin to which it carries a right. | 

In this manner coin, which otherwiſe would be dead 
in a warehouſe, is made to circulate, in favour of the 
owner, during the depoſit, remaining at the ſame time 
always at his command ; and the keeping of the coin 
brings into the bank a ſmall profit, but which, by 
conſtant accumulation, becomes conſiderable. 

I have ſaid above, that the bank of Amſterdam puts 
forth, from time to time, what regulations they think 
fir, as to the rate at which they receive the different 
ſpecies of coin. Theſe regulations are formed accord- 
ing to the fluctuation of the value of the metals. When 
ſilver riſes above the proportion it had before, with re- 
ſpe to gold, then the ſilver ſpecies is received at a 
higher rate than formerly. When gold riſes in pro- 
portion to ſilver, then the gold coins are received at a 
higher rate than formerly. | 

This regulation produces the ſame effect as that, 
which I formerly recommended in the third book, 
would do, in fixing a ſtandard for the unit of the mo- 
ney of Great Britain, according to the mean propor- 
tion of the metals: and it was for this reaſon, that 


[Book III. part I. chap. r.] I aſſerted the bank money 


of Amſterdam to be an invariable unit, which the art 
of man had invented ; that it ſtood like a rock in the 
ſea, 
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ſea, immoveable by the fluctuating proportion between 
the metals. | | 
It is no objection againſt this, to allege the variati- 
on of the agio, and the fluctuation of the value of 


91 
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bank money according to demand. Theſe variations 


ought to be referred to the coin, not to the bank mo- 
ney : the bank money is to be conſidered as fixed, be- 
cauſe it has all the characters of invariability. 


If, indeed, the affairs of the bank came to be ill | 


adminiſtered, and that the credit written in the bank 
were allowed to ſwell fo far beyond the demand for 
it, as to ſink the value of bank-money ſo far below the 
rate of coin as to make it impoſlible to recover itſelf; 
then I ſhould allow that the bank money was no long- 
er an invariable ſtandard: but in this caſe, I ſhould 
conſider the bank as in a kind of political diſeaſe, be- 
cauſe it would then be withdrawn from under the in- 
fluence of its own principles, which hitherto has never 
been the caſe. . 

It has been imagined by many, that the treaſure of 
the bank of Amſterdam has been, upon certain occa- 
ſions, made uſe of for the public ſervice. This is a con- 
jecture merely; and perhaps it has been owing to the 
opinion which commonly prevails, that the treaſure far 
exceeds all the uſes which it can ſerve for. But as I am 
perſuaded, 1 mo, I hat this opinion is void of all founda- 
tion; 2do, That the treaſure never can exceed the cre- 


dits written; and, 3tio, That the credits never exceed 


the uſes thoſe merchants have for them: fol am of 


opinion, that a value, in coin, to the full extent of 


thoſe credits, actually exiſts in the repoſitories of the 
bank ; becauſe if I ſhould ſuppoſe the contrary, it 
would imply a notorious itfidelity in the bank admi- 
hiſtration : an infidelity, which, if ever it ſhould be 


diſcovered, would overturn the whole credit of the 


bank, and, at one ſtroke, deftroy the whole trade of 
that city. Now the uſe of three ot four millions ſterl- 
ing, to the ſtates of Holland, which they can procure 
when they will, at a very moderate intereſt, is not an 
object in the eyes of that ſagacious government, ſui- 
ficient to engage them to tamper with the bank wo 

ure ; 
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Boox IV. ſure: and the rather, that were they driven to the ne- 
PART 2: ceſſity of having recourſe to the bank, I make not the 
= leaſt doubt but that ſo great a company would be of 


more ſervice to the ſtate zn writing off upon an occa- 
tion a remporary, untransferable credit at interęſt, which 
might afterwards be expunged, in order to procure 
coin within the country, than by delivering the coin 
correſponding to the credit of private merchants,which 
they muſt look upon as a moſt ſacred depoſit. 

if we compare the credit of the bank of Amſterdam, 
with the credit of the bank of England, we ſhall find 


the firſt infinitely inferior to the latter as to extent, tho 


not one bit inferior with reſpect to the ſolidity of it. 

The extent of the credit of the bank of Amſterdam 
is limited to the ſum of the credits written in their 
books, either in permanent transfer, as I ſhall call it, 
or in credit on caſh depoſited upon recipiſſe. All this 
credit put together, cannot extend beyond the limits 
of the circulation of the city of Amſterdam, in their 
domeſtic dealings, and in their exchange buſineſs , 
which laſt is indeed very great,  _ 

But the credit of the bank of England is equal (in 
a manner) to all the circulation and excharge buſi- 
neſs of London, and all the taxes paid in Great Bri- 
tain. This bank, in circulating its paper, is not li- 
mited to the weight of coin in England. The whole 
intereſt of the national debt, and expence of the ſtate, 
may be paid in the paper of the bank, and be perfectly 
well ſecured, altho' their treaſure in coin may ſeldom 
amount to above four millions ſterling. 
Wie muſt however allow, that banks cf circulation, 
when ill conducted, are liable to great abuſe; as has 
been abundantly explained in treating of the Miſſiſip- 
pi. But how is abuſe to be prevented, vhile men 
conduct? And diſaſters may happen to a bank of de- 
poſit, to which the other is not ſo much expoſed. May 
not the treaſure of the bank of Amſterdam be lent out 
on bad ſecurity? May not the ſtate lay hold of it? 
May not an earthquake ſwallow up the ſtadthouſe? 
May not the ſea break in, and demoliſh it? May not 

another 
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another invader, like the late King of France, in 1672, Cnar. 
be more ſucceſsful, and carry off the bank ? XXXIX. 
Theſe are abuſes and calamities to which the bank W 
. of Amſterdam is expoſed; and from many of which 
1 the bank of England is in a great meaſure protected, 
- Beſides the banks I have mentioned, not ſo much 
1 with a view to give an hiſtorical account of their o 
1 rations, as to illuſtrate the principles on which they 
are eſtabliſhed, there are many others in Europe of 
n meg; extenſive credit; ſuch as that of Hamburg, 
1 enice, Genoa (until the ſtate ſpent the treaſure depo- 
17 lited) Nuremberg, &c. Every one of theſe participate 
more of the nature of that of Amſterdam, than of 
n thoſe in Great Britain. They are more calculated for 
r preſerving the ſtandard of their bank money, againſt 
1 the adulterations of coin, and for providing a fund of 
8 caſh, transferable in bank credit, than for the aſſiſtance 
8 of government, or the melting down of ſolid property, 
r which are the great advantages peculiar to banks of 
; circulation. 
Theſe laſt are alſo infinitely more Jucrative to the 
n bankers than thoſe of depoſit, from the intereſt they 
» draw from credits given, diſcount of bills, and loans 
I to government. | | 
i- The profits of the bank of Amſterdam are very tri- 
le fling. They are confined to the ſmall emoluments of 
e. 2 ſtivers for every transfer; beſides the intereſt they 
y draw from the brokers on the place de Dam, for the 
m coin and credit they furniſh them with; and, in the 
laſt place, the 4, 4, or 4 per cent. every ſix months, for 
n, the coin depoſited, in order to be afterwards drawn 
as out. But on the other hand, they are freed from the 
p- enormous expence of providing coin for the payment 
n of foreign balances, and from the great detail of bu- 
e- ſineſs which the circulation of paper implies. 
| 
i 
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CHAP. 1. 
Of the firſt Principles of Exchange. 


AVING ended what I had to ſay of banks, in 
H which moſt of the principles of private credit 
— have been ſufficiently deduced, I now proceed to the 
doctrine of exchange, which is the principal operation 
of mercantile credit. 

The ſecurity which merchants commonly take from 
one another when they circulate their buſineſs, is a bill 
of exchange, or a note of hand : theſe are looked upon 
as payment. When they give credit to one another in 
account, or otherwiſe, the cauſe of confidence is of a 
mixed nature; eſtabliſhed partly upon the ſecurity of 
their effects, partly on the capacity, integrity, and good 
fortune, of the perſon to whom the credit is dd © 

0 


nations have given very extraordinary privileges to 
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No man but a merchant has any idea of the extent Cna#:- 
and nature of this kind of gredit. It is a thing tobe + 
felt, but cannot be reduced to principles; and ans 
chants themſelves can lay down no certain rules con- 
cerning it. It is an operation which totally depends 
upon their own ſagacity. ' l 

But when they deal by bills of exchange, the caſe is 
very different. The punctuality of acquitting thoſe ob- 
ligations is eſſential to commerce; and no ſooner is a 
merchant's accepted bill proteſted, than he is conſider- 
ed as a bankrupt. For this reaſon, the laws of moſt 


bills of exchange. The ſecurity of trade is eſſential to 
every fociety ; and were the claims of merchants to 
linger under the formalities of courts of law, when li- 
quidated by bills of exchange, faith, confidence, and 
punctuality, would quickly diſappear; and the great 
engine of commerce would be totally deſtroyed. . ! 
A regular bill of exchange is a mercantile contract, 
in which four perſons are concerned, viz. 1. The 
drawer, who receives the value: 2. His debtor in a 
diſtant place, upon whom the bill is drawn, and who 
muſt accept and pay it: 3. The perſon ho gives va- 
lue for the bill, to whoſe order it is to be paid: and 
4. The perſon to whom it is ordered to be paid, cre- 
ditor to the third. bl | 
By this operation, reciprocal debts, due in two di- 
ſtant parts, are paid by a ſort of transfer, or permuta- 
tion of debtors and creditors. 15 
(A) in London, is creditor to (B) in Paris, value 
100 J. (C) again in London, is debtor to (D) in Paris 
for a'like ſum. By the operation of the bill of exchange, 
the London creditor is paid by the London debtor, and 
the Paris creditor is paid by the Paris debtor ; conſe- 
quently the two debts are paid, and no money is 1 
ſent from London to Paris, nor from Paris to Lon- | 
don. £ 3 
ln this example, (A) is the drawer, (B) is the ac- | 
cepter, (C) is the purchaſer of the bill, and (D) re- | 


„ 


ccives the money. Two perſons here receive the mo- 


ney, (A) and (D), and two pay the money, (B) and 
); 7 
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Boox IV. (C); which is juſt what muſt be done when two debt- 
Paar g., ors and two creditors clear accounts. | 


This is the plain principle of a bill of exchange. 


From which it appears, that reciprocal and equal 

debts only can be acquitted by them. 
When it therefore happens, that the reciprocal debts 

of London and Paris (to ute the ſame example) are 


not equal, there ariſes a balance on one ſide. Sup- 


poſe London to owe Paris a balance, value 1001. How 
can this be paid? I anſwer, that it may either be done 
with or without the intervention of a bill. | 
With a bill, if an exchanger, finding a demand for 
a bill upon Paris, for the value of 1001. when Paris 
owes no more to London, ſends 100/. to his correi- 
pondent at Paris in coin, at the expence, I ſuppoſe, of 
1]. and then, having become creditor on Paris, he can 


give a bill for the value of 100 l. upon his being re- 


paid his expence, and paid for his riſk and trouble, 
Or it may be paid without a bill, if the London 
debtor ſends the coin himſelf to his Paris creditor, 
without employing an exchanger, 


This laſt example ſhews of what little uſe bills are 


in the payment of balances. As far as the debts are 
equal, nothing can be more uſeful than bills of ex- 
change; but the more they are uſeful in this eaſy way 
of buſineſs, the leſs profit there is to any perſon to 
make a trade of exchange, when he is not himſelf 
concerned, either as debtor or creditor. | 

When merchanis have occaſion to draw and re- 


mit bills for the liquidation of their own debts, ac- 


tive and paſlive, in diſtant parts, they meet upon 
change ; where, to purſue the former example, the 
creditors upon Paris, when they want money for 
bills, look out for thuſe who are debtors to it. 
The debtors to Paris again, when they want bills 
for money, ſeek for thoſe who are creditors upon 
it. This is a repreſentation of what we have fre- 
quently called the money market, in which the de- 
mand is for money, or for bills. Th | 

This market is conſtantly attended by brokers, who 
relieve the merchant of the trouble of ae + 
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thoſe he wants, To the broker every one communi- 
cates his wants, ſo far as he finds it prudent; and 
by going about among all the merchants, the broker 
diſcovers the ſide upon which the greater demand 
lies, for money, or for bills. 

We have often obſerved, that he who is the de- 
mander in any bargain, has conſtantly the diſadvant- 
age in dealing with him of whom he demands. This 
is no where ſo much the caſe as in exchange, and ren- 
ders ſecrecy very eflential to individuals among the 
merchants. If the London merchants want to pay 
their debrs'to Paris, when there is a balance againſt 
London, it is their intereſt to conceal their debts, and 
eſpecially the neceſſiiy they may be under to pay 
them; from the fear that thoſe who are creditors up- 
on Paris would demand too high a price for the ex- 


change over and above par. 


On the other hand, thoſe who are creditors upon 


Paris, when Paris owes a balance to London, are as 


careful in concealing what is owing to them by Paris, 
from the fear that thoſe who are debtors to Paris 
would avail themſelves of the competition among the 
Paris creditors, in order to obtain bills for their mo- 
ney, below the value of them, when at par. A cre- 


ditor upon Paris, who is greatly preſſed for money at 


London, will willingly abate ſomething of his debr, 
in order toget one who will give him money for it, 

It is not my intention to dip into the intricacies of 
exchange: all intricacies muſt here be baniſhed ; and 
inſtead of technical terms, which are very well adapt- 
ed for expreſſing them, recourſe muſt be had to plain 
language, for pointing out the ſimple operations of 
this trade. It is by this method that princip!es muſt 
be deduced, and from principles we ſhall draw the 
conſequences which may be derived from them. 

From the operation carried on among merchants 
upon Change, which we have been deic;ibing, we 
may diſcover the conſcquence of the ſeparate and jar- 
ring intereſts They are conſtantly intereſted in the 
ſtate of the balance. Thoſe who are creditors on Paris, 


fear a balance due to London; thoſe who are debtors 
Vor. III. H to 


97 
CR ; 
— 


98 


An INOUIRT Mr D PRINCIPLES 


Boox IV. to Paris, dread a balance due to Paris. The intereſt 


PART 3. of the firſt is to diſſemble what they fear; that of the 


laſt, to exaggerate what they wiſh. The brokers 


are thoſe who determine the courſe of the day: and 
the moſt intelligent merchants are thoſe who diſpatch. 


their buſineſs before the fact is known. 

Now l aſk, how trade, in general, is intereſted in the 
queſtion, who ſhall outwit, and who ſhall be out- 
witted, in this complicated operation of exchange 
among merchants? | | 

The intereſt of trade and of the nation is princi- 
pally concerned in the proper method of paying and 
receiving the balances. It is alſo concerned iu pre- 


ſerving a juſt equality of profit and loſs among all the 


merchants, relative to the real ſtate of the balance. 
Unequal competition among men engaged in the 
fame purſuit, conſtantly draws along with it bad 
conſequences to the general undertaking, as has of- 
ten been obſerved; and ſecrecy in trade will be found, 
upon examination, to be much more uſeful to mer- 
chants in their private capacity, than to the trade 
they are carrying on. | 
Merchants, we have ſaid, in ſpeaking of the bank 
of England, endeavour to ſimplify their buſineſs as 
much as poſſible ; and commit to brokers many ope- 
rations which require no peculiar talents to execute. 


This of exchange is of ſuch a nature that it is hardly. 


poſſible for a merchant to carry on the buſineſs of his 


bills, without their aſſiſtance, upon many occaſions. 


When merchants come upon Change, they are fo 
full of fears and jealoufies, that they will not open 
themſelves to one another, leſt they ſhould diſcover 
what they want to conceal. The broker is a confi- 
dential man, in ſome degree, between partics, and 


brings them together. | 


Beſides the merchants, who circulate among them- 
ſelves their reciprocal debts and credits, ariſing from 
their importation and exportation of goods, there is 
another ſet of merchants who deal in exchange; which 
is the importation and exportation of money and 


bills, 
Were 


19 


or POLITICAL OECONOMY.- 


Were there never any balance on the trade of na- 
tions, exchangers and -brokers would find little em- 
ployment: reciprocal and equal debts would cafily 
be tranſacted openly between the parties themſelves; 
No man feigas and diſſembles, except when he thinks 
he has an 1atereſt in fo doing. 

But when balances come to be paid, exchange bo- 
comes intricate; and merchants are ſo much employ- 
ed in particular branches of - buſineſs, that they are 
obliged to leave the liquidation of their debts to a par- 
ticular ſet of men, who make it turn out to the beſt 
ad vantage to themſelves. 
| Whenever a balance is to be paid, that payment 
coſts, as we have ſeen, an additional expence to thoſe 
of the place who owe it, over and above the value of 
the debt. 

If, therefore, this expence be a loſs to the trading 
man, he muſt either be repaid this loſs by thoſe whom 
he ſerves, that is, by the nation ; or the trade he car- 
ries on will become leſs profitable. 

Every one will agree, I believe, that the expence ot 
high exchange upon paying a balance, is a loſs to a 
people, no way to be compenſated by the advantages 
they reap from enriching the few individuals among 


them, who gain by contriving methods to pay it oft: 


and if an argument is neceſſary to prove this propo- 
ſition, it may be drawn from this principle, to wit, 
whatever renders the profit upon trade precarious or 
uncertain, is a loſs to trade in general: this Joſs is a 
conſequence of high exchange; and although a pro- 
fit does reſult from it upon one brauch of trade, 
the exchange buſineſs, yet that cannot compenſate 
the loſs upon every other. | 14 

We may, therefore, here repeat what we have ſaid 
above, that the more difficulty is found in paying a 
balance, the greater is the loſs to the nation. 

This being admitted, I ſhall here enumerate all the 
difficulties which occur in paying of balances. Molt 
of them have been already mentioned from their rela- 
tion to ſubjects already diſcuſſed ; and could it be ſup- 


poſed, that every reader has retained the whole chain 
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Boox IV. of reaſoning already gone through, a repetition in this 
PART 3- place would be ſuperfluous: but as that cannot be ex- 


Red, I ſhall, in as ſhort and diſtinct a manner as poſ- 
ble, recapitulate, under four articles, what I hope will 
be ſufficient to refreſh the memory upon each of them. 

Imo, The firſt difficulty which occurs in paying a 
balance, is to determine exactly the true and intrinſic 
value of the metals or coin in which it is to be paid; 
that is to ſay, the real par. 55 

2do, How to remove the domeſtic inconveniences 

2:i0, How to prevent the price of exchange from 
operating upon the whole maſs of reciprocal payments, 
inſtead of affecting only the balance. 

The remedies and palliatives for theſe three incon- 
veniences once diſcovered, comes the laſt queſtion, 
viz, How, when other expedients prove ineffectual for 
the payment of a balance, the ſame may be paid by 
the means of credit, without the intervention of coin ; 
and who are thoſe who ſhould conduct that operation. 


HAT 


Ile to determine exattly the true and intrinfic value of 
the Metals, Coin, or Money, in which a Balance to 
foreign Nations is to be paid. 


H ls firſt queſtion regards the whole maſs of re- 
ciprocal payments, as well as that of the balance, 
Every payment to be made of a determinate and 


fixed value, that is to ſay, of a liquidated debt, muſt be 


paid in a value equally determinate in its nature, 

This I ſuppoſe to be the caſe, whether payment be 
made in the precious metals un manufactured, ballion, 
or in a nation's coin, or in denominations of money of 
account. All payment in merchandize, except bul- 
lion, muſt ſuffer converſions of value before the debts 
can be liquidated. | | 

Morey of accompt, which is what we underſtand by 
denominations, we have defined to be a ſcale of equal 
parts, caiculated to determine the value of things, re- 
latively to one another. It mull, therefore, be by the 

| money 
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money of accompt of different nations, that the value C 2 


of bullion and of coin can be determined. 

When coin is introduced, the denominations of mo- 
ney are realized in a determinate quantity of the pre- 
cious metals, and the . fabrification of the bullion into 
coin, , raiſes the value of that commodity, bullion, like 
the manufacturing of every other natural production. 

When coin, therefore, is employed in paying ſums, 
according to the legal denomination which it carries, 
it is money, not merchandize; but when it is given at 
any other rate than its denomination, it is merchan- 
dize, not money. | x 

In the third book, we have ſhewn how utterly im- 
poſſible it is to realize with exactneſs, the denomina- 
tions of money of accompt, in the metals which are 
conſtantly varying in their value, and expoſed to 
waſte in circulation, | 

We have ſhewn, by many examples, how, in fact, 
the value of the pound ſterling has been ſubject to great 
viciſſitudes of late, from the great diſorder of the coin. 

The coin of France is, indeed, upon a better foot- 
ing in point of uniformity of weight, than ours; and 
the proportion of the metals in it comes nearer their 


preſent value in the market : but then as oft as the 


balance turns againſt France, the high impoſition upon 
her coinage, expoſes the coin to great fluctuations of 
value, when compared with bullion in the Paris mar- 
ket. This is alſo to be aſcribed to the imperfection 
of the metals when uſed as money, while they are 
merchandize at the ſame time. | 

This being the caſe, the way to calculate the real 
par of exchange between nations, who have in com- 
mon no determinate and invariable money, excluſive 
of coin, is to conſider fine gold and ſilver as the next 
beſt ſtandard. | 

This is a merchandize which never varies in its 
quality. Fine gold is always the ſame in every maſs; 
and weight for weight, there is no difference in its 
value or quality any where. 3 

This ſtandard being once adopted, the calculation 


of the real par becomes an eaſy operation to thoſe 
H 3 who 
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Boox IV. who know the courſe of the bullion market in the two 


PART 3. places exchanging. 
— — If, by the exportation of all the heavy coin of Lon- 


don, bills muſt be paid in a worn out currency, the 
riſe in the price of gold in their market, above mint 
price, will mark pretty nearly how far it is light. 

If, on the other hand, the wars of France, or an 
unfavourable balance upon her trade, ſhall oblige her 
to export her coin, that operation will fxk the value 
of it, or raiſe the price of bullion, which ever way 
you chooſe to expreſs it. 

It is not here a proper place to reſume the queſtion, 
which of the two expreſſions is the moſt proper: we 
are here conſidering the value of the bullion as what 
is fixed, becauſe it anſwers the purpofe. But whe- 
ther we ſay that bullion rest in the markets of Pais 
and I.ondon ; or that the value of their currencies fink, 
though from very diff-rent cauſes, the calculation of 
the real par will proceed with equal accuracy. An 
example will illuſtrate this. 

When fine gold is at the loweſt price to which it 
can eyer fall at Paris, that is to ſay, at the mint price, 
it is worth 740 livres g ſols, or 1945 hvres per mark, 
in decimals, for the eaſe of calculation. I he mark 
contains eight ounces Paris weight. 

Were the ounces of Paris equal to thoſe of troy 
weight, * of this ſum, or 92 5-62 livres, would be the 
value of that ounce by which gold is fold at London. 

But the Paris ounce is about 15 * or cent. lighter 
than che troy ounce; and the exact proportion be- 
tween them is unknown, from the confulion of 
weights, and the want of a fixed ſtandard in England. 

By the beſt calculation I have been able to make, a 
Paris ounce ſhould contain 473 grains troy, which 
makes the proportion between the twoounces to be as 
473 is to 450, which is the number of grains in the 
troy ounce. 

Gold bulſion at Paris is regulated by the mark fine, 
at London by the ounce ftandard. 

When ſtandard gold bullion is at the loweſt price it 


can be at London, it is worth the mint price, or 31. 
175. 
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or POLITICAL OECONOMY. 


17g. 104d. per troy ounce, which, expreſſed in deci- C 15 


mals, is 3.8937 J. ſterling. Standard is to fine, as 11 
is to 12; conſequently, the ounce fine is 4.24761. 
ſterling: and if the Paris ounce of fine bullion be worth, 
as has been ſaid, 92,5562 livres, the ounce troy, ac- 


cording to the above proportion, will be worth 93.926 


livres. Divide then the livres by the ſterling money, 
and the quotient will give you the real par of ex- 
change of the pound ſterling, while bullion remains at 
that value in Paris and in London, viz. 584? = 22. 
112 livres for the pound, or 32, 56 d. ſterling for the 
French crown of 3 livres. | 

Gold bullion never can riſe in the Paris market, at 
leaſt all the laſt war it never did riſe, above the value 
of the coin; that is, to 801.6 livres the mark fine, or 
100.2 livres per ounce Paris, and 101.7 livres the 


troy ounce. 
ow high the price of gold bullion may riſe at 


London no man can ſay; but the higheſt it roſe to, 


during the laſt war, was, I believe, 47. os. 84. per 
ounce ſtandard, or to 4.3999/. ſterling per ounce 
fine. By this divide the value of the ounce troy fine 
in French livres, the real par at this rate of the me- 
tals in both cities will be 423%? = 23.11 livres for the 
pound ſterling, or 31.155 pence ſterling for the French 
crown of 3 livres. But ſuppoſe two caſes which may 
happen, viz. 1. That gold bullion at Paris ſhould be 
at the price of coin, while at London it may be at 
mint price: or, 2. That at Paris it may be at mint 


price, when at London it is at 4/. os. 84. what will 


then the real par of exchange be ? 

I anſwer, that on the firſt ſuppoſition, it will be one 
pound ſterling, equal to 23.939 livres, and the crown 
of 2 livres equal to 20.076 pence ſterling. In the 
other, equal to 21.34 livres for the pound ſterling, 
and for the crown of 3 livres 33.328. A difference 
of no leſs than 8.9 per cent. 

Is it not evident that theſe variations muff occur in 
the exchange between London and Paris? And is it 
not alſo plain, that they proceed from the fluctuation 


ot tlie price of bullion, not from exchange? 
H 4 We 


104 


An INQUIRY ixto Tux PRINCIPLES 


Boox IV. We have; I think, demon tated, in the third book, 
Paar g. that a wrong balance upon the French trade raiſes bul- 


va 


lion to the price of coin; and that a right balance 
briogs it down to mint price. The price of coinage is 
above 8 per cent.. So that 8 per cent. of fluctuation in 
the price of bullion is eaſily accounted for in the Pans 
ma:ket, without combining the variations in the Eng- 
hſh marker. 

In London, where no coinage is paid, were all the 
coin of full weight, and exportation free, coin and 


ſtandard bullion would conſtantly ſtand at the ſame 


price: but when the heavy coin is exported, and the 
currency becomes light by the old remaining in circu- 
lation, the price of bullion riſes in proportion. 

It is ſurprizing, that, at London, gold in bullion 
ſhould be worth as much as gold of the ſame ſtandard 
in guineas, weight for weight? It is worth as much at 
the mint, why ſhould it not be worth as much at mar- 
ket? Any man may offer to pay for the ounce of all 


the guineas coined by Ch. II. Ja. II. and W. III. now 


in circulation, the higheſt market price that ever was 
given for ſtandard gold bullion in London, and gain 


by the bargain. 


This, I hope, will be ſufficient to ſatisfy any body 
that there is a miſtake in aſcribing the high price paid 
for the French crown in the London exchange, to a 
wrong balance upon the trade of England with France. 

From this new light in which I have placed the queſ- 
tion, I hope the arguments uſed in the 16th chapter 
of 'he firſt part of the third book, will acquire an addi- 
tional force; and that thereby the eyes of this nation 
may be opened with regard to the intereſts of the 
French trade; a point, I ſhould think, of the higheſt 
concern. | 

To calculate, as every body does, the par of the 
French crown, either by the gold or the ſilver in the 
Engliſh fandard coin, when no ſuch audard coin ex- 
iſts; and toſtate all that is given for the crown above 
294d. if you reckon by the ſilver, or 2039. if you rec- 
kon by the gold, for the price of a wrong balance, is 
an error which may lead to the uaſt ſatal conſe- 
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If government ſho. _nink fit to impoſe, in their 
own mint, a coinage, equal to that of France, and 
make all their coin of equal weight, and at the pro- 
portion, it will take off all the loſs we ſuffer by pay- 
ing coinage to France, which we at preſent impure to 
the exchange, while ſhe pays none to us. But then 
it will e nearly the ſame fluctuations upon the 
real par of exchange as at preſent; only from another 
cauſe on the ſide of Great Britain. At preſent our 
exchange becomes favourable from the weight of our 
own currency, and the balance againſt France upon 
her trade; which, in Paris raiſes the price of the bul- 
lion with which we pay our French debts. On the 
other hand, our exchange becomes unfavourable from 
the lightneſs of our own currency, from the coinage 
we pay to France, and balance againſt us; which laſt 
carries off all our new guineas; and in the Paris 
market, ſinks the value of that bullion in which we 
pay our French debts. 

Were matters put upon a right footing, we ſhould 
gain from France the price of our coinage, when our 
balance is favourable, and pay coinage to France 
when their balance is favourable; inſtead of ſeeing 
our exchange turn more in our favour, only from the 
additional weight of the coin in which we pay. 

If French coinage ſhould appear too high a price 
for the intereſt of other branches of Britiſh trade, a 
queſtion I ſhall not here determine, let us impoſe at 
leaſt as much as to keep our guineas out of the melt- 
ing pot, and baniſh all the old coin which throws us 
into ſuch confuſion. 

What has been ſaid is undoubtedly too much upon 


Cunayr. 


this ſuhject for the generality of readers. The num 


ber of thoſe who can go through a chapter like this 
with pleaſure is very ſmall. But if the idea I have 


been endeavouring to communicate, be found juſt by 


one man of capacity, whoſe opinion ſhall have weight 
in the deliberations of Great Britain, the conſequences 
may be great to this nation; and this conſideration 
will, I hope, plead my excule. * 


An INQUIRY mrTo Tu: PRINCIPLES 


| Boox IV. I ſhall now ſet this queſtion in another point of view, 
Fear z. from which the ſtreſs of my arguments will be felt, 
a and all intricate combinations will be laid aſide. 


Does not the price of exchange, or what is given 
above the par, proceed from the expence of ſending 
the metals from one place to the other, the inſurance 
of them, and the exchanger's profit ? If this be true, 
which I believe no body will deny, muſt not what is 
paid for the bill, over and above theſe three articles, 

be conſidered as the real par, relative to exchange? 
Now does the price of the bullion which the exchanger 
pays in his own market, or the price he gets for that 
bullion in the market to which he ſends it, at all en- 
ter into the account of the tranſportation, riſk, and 

rofit, which the exchanger has on the operation ? 


ertainly not. May there not be a very great difference 
between the buying and ſelling the very ſame bullion 


in different markets at one time and another? Ought 
we not to charge that to ſome other accompt than to 
the price of exchange, which is confined to the ex- 
pence of tranſporting the balance only, and when two 
objects totally different are included under the ſame 
term, does it not tend to perplex our notions concern- 
ing them ? 

The great variation in the price of bullion in France, 
for example, and the expence of procuring it, pro- 
ceeds from three cauſes. The firſt is, the coinage 
impoſed in France, while none is impoſed in England. 
What, therefore, is paid upon this account, is profit 
to France, and loſs to England. 

The ſecond cauſe of variation, is the debaſement of 
the value of the pound ſterling, when the heavy gold 
has been ſent abroad. That loſs affects the nation, 
and every man in England? in the quality of creditor 
for ſums ſpecified in pounds ſterling, to the profit of 
all debtors, 

The third cauſe of variation, is from the great ex- 
pence exchangers are put to, in procuring the metals 
from other countries, when they cannot be got at 
home: the conſequence of this ſhall be explained in a 
ſucceeding chapter. | 5 
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As all theſe cauſes are combined in the exchange 
upon bills when they come to market, | think it 1s 


proper to analize them, before the doctrine we are 


upon can be diſtinctly underſtood. 

. ſhall therefore conclude my chapter with this pro- 

tion : 

That the beſt method of determining exactly the 
true and intrinſic value of the metals, coins, or money, 
in which the balance due to or from a foreign nation 
is to be paid, is to compare the reſpective value of 
fine bullion with the reſpective denominations of the 
coin in the one and the other; and to ſtate the differ- 
ence as the price paid for the exchange. 


* There occurs another conſiderable difficulty to be removed, 
before the real par of exchange can be exactly determined from 
the price of bullion, to wit, the uncertainty of weights, and the 
multiplicity of them. 

Every nation in Europe has a different weight, I might al- 
moſt ſay every city, This has proceeded, in a great meaſure, 


from the inaccuracy with which they have been made formerly. 


I think it is highly probable, that many, at leaſt, of the princi- 
pal weights in Europe, have derived their origin from the ſame 
ſtandard ; although they are now conſiderably different. Thoſe 
I am beſt acquainted with, are the following, of which | ſhall 
here ſet down a ſhort table, reduced to troy grains, according 
to the beſt calculation | have been able to make. 

One ounce troy contains = 480 troy grains. 

One ounce Paris, or poids de marc, = 473 

One ounce Holland troes - - 473-27 

One ounce Colonia = - — 449-33 

Theſe are the weights uſed in the mints of England, France, 
Holland, and Germany. 

f therefore we ſhould call the troy ounce 100, the proportion 
of the reſt will be as follows: 

Troy - - = - - - 100 

Paris - — - - - 98.541 

Holland + — - — - - 9g8.597 

Colonia - - — — - 3-61 

have choſen to reduce to ounces ; WAY it is the denomi- 
nation in which the proportion of weights is beſt preſerved, 

Theſe ounces ] apprehend to have been originally taken from 
the old Roman pound, which was the weight adopted by the 
Emperor Charles the Great, who applied himſelf much to the 
eſtabliſhing a general ſtandard of weights in his dominions. 

In the examples I have given, we ſee how the Colonia ounce 
deviates more than any other from the average on the whole. 

This 
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This ounce is very near equal to the old Saxon ounce, eſta- 
bliſhed in the Engliſh mint at the Norman conqueſt, and there 
preſerved until Henry VIII. ſubſtituted in its place, the troy 


weight. This circumſtance makes it probable that the Saxon 


ounce came originally from Charles the Great, who firſt con- 


quered the Saxon nation, and drew the: from a ſtate of abſolute. 
barbarity. The rude manners of the Saxons may have occaſion- 


ed this great deviation. 

The difference, therefore, in thoſe ounces, I aſcribe to the 
progreſſive error of thoſe who have made weights, and from the 
neglect of preſerving a proper ſtandard. 


he beſt remedy for this inconvenience, would be, for any 
ene mint to form a weight, ad libitum, and to ſend a moſt ac- 


curate copy of it to every mint in Europe: to mention, at the 
ſame time, the exact proportion between the weight ſent, and 


that Hierved at their own mint: to beg of the other mints an 


equal commanication of the proportion between the weight ſent, 
and their ſeveral ſtandards: and laſt of all, to publiſh in the news- 
papers of all comme cial towns, every — day, as is done 
at Am erd.m, the price of „ne gold and filver, according to this 
new weight made for the purpoſe. This weight may be called 


the m at weight of Europe; and from the univerſal utility which 


would fellow upon ſuch a regulation, it probably might be fol- 
lowed : were this to happen, it might be a ſtep towards eſtabliſh- 
iug an un verſal conformity of N every where. 

While matters ſtand on the preſent footing, it is neceſſary to 
be informed of three particulars. Firſt, of the proportion of the 
different mint weights Secondly, Of the regulations by which 
the coin is made. And laſtly, Of the exactneſs of the mints in 
following the regulation Every miſtake in any of theſe three 
articles, is au impediment to the juſt determination of the real 


par. 
| acknowledge that, in fact, exchange buſineſs goes on ſmooth- 


ly, notwithſtanding all the difficulties we have been enumerat- 
ing. It may therefore be aſked, in what would conſiſt the great 
advantage of fo ſcrupulous a nicety ? 

My anſwer is, that exchange bufineſs will always go — 
on, as long as exchangers gain, and that trade is not interrupted, 

But trading men conſide: their own intereſt only; and I am 
conſidering the int reſt of an intelligent ſtate, which wants to 
promote the good of the whole community, without occaſioning 
any huit to the intereſt of individuak. 
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CHAP. II. 


How to remove the inconveniences which occur in paying 
Balances with the Metals or Coin of a Nation. | 


HE inconveniences which occur when balances 
are to be paid in bullion are theſe : | 

Firſt, The want of ſecure and ready tranſportation, 
from the obſtructions government throws in the way 
to prevent it. 

Secondly, The difficulty of procuring the metals 
abroad when they are not to be found at home. 

When we ſpeak here of balances to be paid from 
one country to another, we underſtand, that the ge- 
neral amount of the whole payments to be made to 
the world, exceeds the ſum of all that is reciprocally 
due from it. So far as « balance due to one country 
is compenſated with a balance due by another, they 
may be mutually diſcharged by bills of exchange, ac- 
cording to the principles already laid down. All com- 
penſations being made by bills drawn for reciprocal 
debts, we muſt here ſuppoſe a balance due by the 
country whoſe intereſt we are conſidering. This, like 
debts between private people, muſt either be paid in 
intrinſic value, or by ſecurity for it; that is, by con- 
tracting a permanent debt bearing intereſt. The firſt 
is the queſtion here before us ; the ſecond will be 
examined in the ſucceeding chapter. 

The firſt difficulty mentioned, to wit, the want of 
ſecure and ready tranſportation of the metals, pro- 
ceeds in a great meaſure from the obſtruction govern- 
ment throws in the way, to prevent the exportation 
of them, To remove which difficulty, it 1s proper 
to ſhew how far it is the intereſt of government to 
obſtruct, how far to accelerate, the tranſportation of 
the metals. 

We have ſaid that it is the advantage of every ſtate, 
in point of trade, to have balances paid with the leaſt 
expence. If then we ſuppoſe that it is either neceſſary 
or expedient that this balance ſhould be paid in the 

metals, 
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Boox IV. metals, government, in that caſe, ſhould facilitate by 
PART 3- every method the ſending them off in the cheapeſt and 
ſecureſt way. | 
But ſince governments do not follow that rule, we 
mult examine the reaſons which engage them to pre- 
fer a contrary conduct. | | 
The principal, the moſt general, and moſt rational 
objection againſt the exportation of the metals, is, 
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that when it is permitted, without reſtriction, it en- 
gages the people, when they go to foreign markets for 
articles of importation, to run to the coin, inſtead of 
carrying thither the product and manufactures of the 
country, From which a conſequence is drawn, that 
as long as coin and bullion are fairly allowed to be 
exported, the rich inhabitants will employ them for t 
the purchaſe of foreign commodities, to the hurt of 
domeſtic induſtry. t 
This is an objection of great weight, relative to the tl 
ſituation of many nations. The Spaniards and Por- tl 
tugueſe feel it ſeverely, Many individuals there are 
very rich; the numerous claſſes of the people are ei- n 
ther lazy or not .properly bred to induſtry, In that Ni 
ſituation the alternative to government is very diſa- ſu 
greeable. Either the rich muſt be deprived — every m 
enjoyment with which their induſtrious neighbours ſu 
alone can ſupply them, until, by very ſlow degrees, pe 
the loweſt claſſes of their countrymen can be engaged tr 
to change their way of living, and be inſpired with a eſl 
ſpirit of induſtry ; or they muſt be allowed to gratify 
the deſires which riches create, at the expence of the th 
nation's treaſure, and the improvement of their coun- lio 
try. 


From this alternative we diſcover the principle 
which directs the conduct of a ſtateſman under ſuch 
circumſtances, viz. 

Fo ſorbid the importation of every foreign manu- 
faQure whatſoever, to ſubmit to the hardſhips neceſ- 
ſarily implied in the circumſtances of the nation; and 
to pay flecly what balance may be owing upon natu- 
ral produce imported for the uſes of ſubſiſtence, or 
manufacture, 

This 


or POLITICAL -QECONOMY.. 1. 


y This is a plan more rational and more eaſily exe- Cnar.” 
d euted, than a general prohibition to export the metals; III. 
becauſe with good regulations, properly executed, 
e you may prevent the importation of manufactures 
2 but it is hardly poſlible to prevent the exportation of 
the metals neceſſary to pay for what you have bought 
al from ſtrangers, by the permiſſion of government: and 
8. on the other hand, ſuppoſę you do effectually prevent 
1- the exportation of the niftals, the conſequence will 
or be, to put an end to all foreign trade even in natural 
of produce. What nation will trade with another who 
ie can pay only by barter? All credit wil} then be cut 
at off: for who will exchange by bills, with a place 
de which cannot pay, either in their own currency, or with 
or the metals, the debts which they reciprocally owe ? 
of The maxim therefore, here, is to prevent the con- 
tracting of debts with ſtrangers; but when you allow 
16 them to be contracted, to facilitate the payment of 
r- them. ; 
re This reaſoning is only calculated to direQ a ſtateſ- 
Sj man who finds himſelf at the head of a rich luxurious 
at nobility, and an idle or ill inſtructed common people, 
a- ſurrounded by induſtrious neighbours, whoſe aſſiſtance 
ry may be neceſſary upon many occaſions, to provide 
1-00 ſubſiſtence, or the materials of manufacture, to his 
S, people; and this while he is forming a ſcheme of in- 
ed troducing induſtry at home, as a baſis for afterwards | 
4 eſtabliſhing a proper foreign commerce. | 
fy But in this ſubject combinations are infinite, and | 
he the ſmalleſt change of circumſtances throws the deci- | 
in- ſion of a queſtion on a different principle. | 
[ will not therefore ſay, that in every caſe which | 
Jle can be ſuppoſed, certain reſtrictions upon the expor- | 
ch tation of bullion or coin are contrary to good policy. | 
This propoſition I confine to the flouriſhing trading | 
u- rations of our own time. . | 
eſ- To ſet this matter in a fair light, and as an exer- | 
nd ciſe upon principles, I ſhall borrow two combinations, 
tu- one from hiſtory, and another from a recent example 
or in France, in which a clog upon the exportation of 


the metals and coin were very politically laid on. 
his We 
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Boox IV. We learn from the hiſtory of Henry VII. of Eng- 
Par 3. land, a ſagacious Prince, that he eſtabliſhed very ſe- 


vere laws againſt the exportation of bullion; and 
obliged the merchauts who imported foreign com- 
modities into his dominions, to inveſt their returns 
in the natural produce of England, which, at that 
time, conſiſted principally in wool and in grain. 

The circumſtances of thegimes in which that Prince 
lived, muſt therefore be mined, before we can 
juſtly find fault with this ſtep of his political œco- 
nomy. | 
1 Vilth's time, the foreign trade of 
England was entirely in the hands of forcigners, and 
almoſt every elegant manufacture came from abroad. 

Under ſuch circumſtances, is it not plain, that the 
prohibition of the exportation of bullion and coin 
was only a compulſion, concomitant with other re- 
gulations, to oblige foreign, merchants, reſiding in 
his kingdom, to buy up the ſuperfluity of the Engliſh 
natural produce of wool and grain? Had not the 
King taken thoſe meaſures, the whole money of the 
nation would have been exported; the ſuperfluous 
natural produce of England would have lain upon 
hand ; the abundance of theſe would have brought 
their price below the value of the ſubliſtence of thoſe 


who produced them; agriculture would have been 


abandoned ; and the nation would have been undone. 

I allow that nothing is ſo abſurd as a deſire to con- 
ſume foreign productions, and to forb:d the expor- 
tation of the price of them. I allo allow, that every 
reſtraint laid upon exporting lier aid gold, falls 
upon the conſumer of foreiga goods, and vbliges him 


to pay the dearer for them; but this additional ex- 


pence to the conſumer, does not augment the maſs 
of foreign debts. The debt due abroad will con- 


ſtantly be paid with the ſame quantity of coin, whe» 


ther the cx, ortation of it be allowed or forbidden; 
becauſe the loſs of thoſe who pay the balance ariſes 
from the riſk of confiſcation of the money they want 
to export againſt law; or from the high exchange 
they are obliged to pay to thoſe who take that riſk 


upon 
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upon themſelves. In both caſes, the additional ex- Car. 


pence they are put to remains in the country, and is 
repaid them by the conſumers; conſequently, can 
never occaſion one farthing more to be exported. 
Prohibitions, therefore, upon the exportation of ſpecie, 
are not in every caſe fo abſurd as they appear at firſt 
fight. It is very certain that no body gives money 
for nothing; coniequently, a ſtate may reſt aſſured 
that the proprietors of the ſpecie, their ſubjects, will 
take ſufficient care not to make a preſent of it to fo- 


reigners. The intention, therefore, of ſuch prohi- 


bitions, is not to prevent the payment of what people 
owe; but to prevent that payment from being made 
in coin or bullion ; and alſo to diſcourage the buying 
of ſuch foreign commodities as muſt be paid in ſpecie, 
preferably to others which may be paid for with the 
returns ot home produce. D 
When a ſtateſman, therefore, finds the balance of 
trade, upon the main, favourable to the country he go- 
verns, he need give himſelf no trouble about the expor- 
tation of the ſpecie, from this ſingle principle, to wit, 


that he is (ure it is not given for nothing. But v 


the balance turns againſt them, in the regular courſe 
of buſineſs, not from a temporary cauſe, then he 
may lay reſtraints upon the exportation of ſpecie, as 
concomitant reſtriction, together with others, in order 
to diminiſh the general mais of importauions, and there» 
by to ſet the balance even. | | 

In a trading nation, I allow, that no reſtriction of 
that kind ought to be general; becauſe it then affects 
the uſeful and the hurtful branches of importation 


- equally; but in Henry's days, the ſale of corn and 


wool vas ſufficient to procure England all it wanted 
from abroad; and the intereſis of trade were not ſuf- 
ficiently combined, to enable the ſtate to act by any 
other than the moſt general rules. Forbidding the ex- 
portation of coin was found to promote the exportar 
tion of Engliſh productions, and this was a fifhcient 
reaſon for m king the rohibition peremptory. In this 
view of the matter, did not Henry judge well, when 
he cbliged the merchants who import ted turagn goods 

Vol. ill. U to 
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Boox IV. to inveſt the price received for them inEngliſn com- 
Fanr z, modities? Once more I muſt ſay it, he was not ſo 


* *Y 
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much afraid of the conſequences of the money going 


out, as of the corn and wool remaining at home; had 


he been ſure of the exportation of theſe articles to as 


good purpoſe another way, the prohibition would have 


been abſurd; but I am perſuaded that was not the caſe. 


The example taken from France is this. 
After the fatal bankruptcy in 1720, by the blow- 
ing up of the Mithſippi, the trade of France languiſhed 
from the effects of the inſtability of their coin, until 
the year 1726, when it was fet upon that footing on 
which it has remained ever fince. 3 
Upon that laſt general coinage, the ſame princip 
of enriching the King by the operation, directed the 
conduct of the miniſter. We 

The old ſpecie was cried down, and proſcribed in 


circulation: but it was thought, that as it was the 
King's coin, he had a liberty to ſet a price upon it, at 


a different rate from any other bullion of the ſame 
fineneſs; and that he had alſo a right to command the 
proprietors of it to bring it to the mint at his own price. 
The conſequence was, that thoſe who could were 
very deſirous to fend it to Holland, in order to draw 
back the value they had ſent in bills upon Paris. 
Under ſuch circumſtances, were not prohibitions 
upon the exportation of this coin moſt conſiſtent with 
the plan laid down? We ſhall, in the next chapter, 


examine the conſequences of this operation upon the 


exchange of France, 

What has been ſaid, will, I hope, ſuffice to explain 
ſome of the principal motives which ſtateſmen may 
have, when they lay reſtrictions on the exportation 


of the metals, with a view to favour the trade of their 


nation. 

But beſides the intereſts of trade, there are other 
reaſons for laying prohibitions on the exportation of 
the national coin, although that of bullion be left free 
under certain reſtrictions. | 


As often as it happens, from whatever cauſe it may | 


proceed, that the value of a nation's coin falls to par 
i wit 
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with bullion of the ſame fineneſs, that coin, if export - 
ed, may be melted down. This is a loſs; becauſe it 
puts the nation. to the expence of coining more for the 
uſe of circulation. 


When nations give coinage gratis, or when they 


allow the coin of other nations the privilege of paſſing 
current under denominations exactly proportioned to 
its 1atrinfic value, then coin never can be worth more 
than apy other bullion of the ſame ſtandard, conſe- 
quently, will be exported or ſmuggled out upon every 
ion. | 

If, therefore, a nation does really deſire to avoid an 
expeuce to the mint, they muſt make it the intereſt 
of merchants to export every other thing preferably 
to their own coin. This is done by impoſing a duty 


LS: 
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upon the coinage ; and this will either prevent its go- 


ing out unneceſſarily, or if it be neceſſary to export it, 
the coin will return in the payments made to the na- 
tion, in conſequence of its advanced value above any 
other bullion which can be ſent. 

The forbidding the exportation of coin, implies a 
reſtriftion upon the exportation of bullion ; becauſe, 
unleſs the bullion be examined at the cuſtom houſe, 
and the ſtamps upon it looked at, it may happen to 
be nothing but the nation's coin melted down, with an 
intention to avoid the law. For this reaſon, whoever 
brings bullion to be ſtamped, whether it be for ex- 
portation or not, muſt declare that it is not made of 
the nation's coin, How flender a check are all ſuch 
declarations! The only one effectual is private intereſt 
and as no man will take his wig to ſtuff bis chair, 
when he can get cheaper materials equally good, fo 
no man will melt down coin which bears an ad- 
vanced value, when he can procure any other bullion. 

On the whole, we may determine, that a flouriſhing 
commercaal ſtate, which has, on the average of their 


trade, a balance coming in from other countries, ſhould 

lay it down as a general rule, to facilitate the expor- 

tation of their coin, as well as bullion : and if a very 

particular circumſtance ſhould occur, which may con- 

tinue for a ſhort time, = may then put a a 
| - o 
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Door IV. ſtop to it, and facilitate the payment of the balance in 
Part 3- the way of credit. 


T have enlarged fo much upon the methods of re- 
moving the firſt difficulty of paying a balance, with 
the coin or bullion found in a nation, that what re- 
mains to be ſaid upon the ſecond difficulty, to wit, the 
procuring them from other nations, need not be long. 

Were the mint weights of all countries ſufficiently de- 
terminate; were the regulations concerning the ſtandard 
of bullion exactly complied with; and were the cur- 
rent market prices of that important commodity con- 
ſidered as a valuable piece of intelligence every where, 
the bullion trade would be much eaſier than it is. 

We have ſaid, that when the reciprocal debts of 
two nations are equal, there is no occaſion for bullion 
to diſcharge them. But trading nations are many; 
and from this it may happen, that one, who, upon 
the whole, is creditor to the world, may be debtor to 
a place which is alſo creditor to the world; and in this 
caſe bullion is neceſſary to pay the debt. | 

If a man owes money to a perſon who has many 
creditors, the perſon owing, may buy up a claim 
againſt him, and pay what he owes in that way: but 
if the perſon to whom he owes the money be indebted 
to no body, then the debt muſt be paid with ready 
money. Juſt ſo of nations. For inſtance, when bul- 
lion is demanded to be exported to Holland, the Eng- 
liſh merchants, who are creditors on Spain and Portu- 
gal, take from thence their returns in bullion, for the 

fake of paying a balance to Holland, which is, upon 

the whole, creditor to the world. W 
But as it ſeldom happens, that he who deals with 
Holland is the perſon who has credit in Spain or Por- 
tugal, he is obliged to apply to Portugal merchants 
to procure bullion, They again who trade thither, 
having profit on the returns of the commodities they 
bring from thence, will expect the ſame profits upon 
the bills they give to the man who wants to take his 
return in bullion. This plainly raiſes the price of bul- 
- tion in the Engliſh market; becauſe- it is brought 
home in conſequente of a demand from England. On 
; | the 
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the other hand, when the demand of England for en 


Portugueſe commodities is leſs than the value of what 
Portugal owes her, the Portugal merchants in London 
are obliged to take the balance in the metals. Theſe 
come to the London market, and are offered to ſale 
to thoſe who want them: then the price of bullion 
falls; becauſe the demand comes from the other fide. 
Jo go through all the operations which merchants 
employ to abbreviate the proceſs I have been deſcrib- 
ing, would, indeed, better explain the practical part 
of exchange, than what I have ſaid ; but I write, not to 
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inſtruct merchants, but to extract from their compli- 


cated operations, the principles upon which they are 
founded. 5 


— 
— 


CHAP. W. 


How the Price of Exchange, in a proſperous trading Na- 


tion, may be prevented from operating upon ihe 
whole Maſs of reciprocal Payments, in place of af- 
fecting the Balance only. 


WI have taken it for granted, that the price of 
exchange is a hurt to trade in general. 
In this chapter, we ſhall inquite more particularly 
than we have done, in what that hurt conſiſts. The 
point of view of every man, whether he be a merchant 
or not, is firſt honeſtly, and as far as law and fair 
dealing er to conſult his own private intereſt; 
e ſecond place, to promote that intereſt with 

which his own is moſt cloſely connected. | 
According to this rule,every merchant will endeayour 
to manage his exchange buſineſs to the beſt advantage 
to himſelf. If the balance be againſt his country,he will 
{ell his bills on the country creditor as dear as he can; 
that is, he will endeavour to raiſe the price of ex- 


change as high as he can againſt his country, hat- 


ever hurt may thereby reſult to the general trade of 
it; and in fo doing, he only does what duty to him- 
* Sh ſelf 
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Boox IV. ſelf requires; becauſe it is by minding his buſineſs 
Parr 3, only, that he can trade upon equal terms with his 


neighbours, every one of which avail themſelves of 
_ the like fluctuations, when they happen to be in their 


- 


favour. | 

From this I conclude, that ſince the loſs upon high 
exchange againſt a country, affects principally the cu · 
mula ive intereſt of the whole, relative to other trading 
nations; it is the buſineſs of the ſtateſman, not of the 
merchants, to provide a remedy againſt it. 

The whole claſs of merchants, no doubt, exchangers 
excepted, would be very glad to find the courſe of 
exchange conſtantly at par. This is alſo greatly the 
intereſt of the ſtate; becauſe it is from the balance in 


its favour, not from the profit made in drawing that 
balance from the debtor, that the ſtate js a gainer. | 


This muſt be explained. 

am to ſhew how it happens, that a nation is only 
benefited or hurt by the net balance which it receives 
from, or pays to her neighbours: and that the whole 
expence of paying or receiving that balance, is not 
national, but particular to individuals at home; con- 
ſequently, it would be the intereſt of all ſtates, that 
balances, both favourable and unfavourable, were paid 
by the nation debtor, at the leaſt expence poſſible. 

The great difficulty in communicating one's thoughts 
upon this ſubject with diſtinctneſs, proceeds from the 
ambiguity of the terms neceſſary to expreſs them. 
This may be avoided by adopting the technical terms 
of merchants; but theſe are ſtill more difficult to be 
comprehended by any one not converlant in commerce, 
: ſhal! acquit myſelf of this difficult raſk the beſt way 

can. 

When we ſpeak of a balance between two nations, 
we ſhall call the nation who owes the balance the na- 
tron-debtor ; the other to whom it is owing, the na- 
tion creditor. | 

Balauces imply reciprocal debts; conſequently, re- 
ciprocal debtors and creditors. To avoid, therefore, 
confuſion in this particular, we ſhall uſe four expreſ- 


fions, viz, the debtors to the nation-creditor, the 
debtors 


t 
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debtors to the nation-debtor ; the creditors to the na- Crap, 


tion creditor; the creditors to the nation- debtor. 
Let me ſuppoſe that Paris owes a balance to London, 
no matter for what ſum. The reciprocal debts be- 


tween Paris and London are all affected by the conſe- 


quence of this balance: that is to ſay, ſome pay or re- 
ceive more than the real par ; ſome pay or receive leſs. 
To diſcover where the profit centers, we are now to 
inquire who are thoſe who receive more, who are thoſe 
who receive leſs. And as profit and loſs are here only 
relative, that is to ſay, the profit of the one is com- 
penſated by the loſs of the other: we muſt ſee whe- 
ther or not, upon the whole, the price of the exchange 
in this caſe be favourable to London, to which, by the 


ſuppoſition, the balance is due, and unfavourable to 


Paris, which is the debtor. | 
The queſtion thus ſtated, let us examine the opera- 
tions of exchange at London and Paris, and the ſtate 
of demand in both, for money or bills. 
In the London market, the demand will be for mo- 


ney in London for bills on Paris; and he who de- 


mands, muſt pay the exchange; conſequently, the 


London merchants, creditors to the nation · debtor, will, 


pay the exchange; that is to ſay, they will ſell their 
bills on Paris below par; and the London merchants, 
debtors to the nation-debtor, will buy them, and gain 
the exchange; that is, they will buy bills upon Paris 
below par. 

Now as this negotiation is carried on at London, 
I muſt ſuppaſe it to take place amongſt Engliſhmen 
one part of whom will gain exactly what the other 
loſes ; conſequently England, in this reſpect, neither 
gains or loſes by the exchange paid in London, 

Let us next examine the intereſt of the merchants, 
and the intereſt of the nation's trade. ' 

The creditors to the nation debtor, who have loſt 
by the exchange, are thoſe who have exported Eng- 
liſh commodities to France. Upon this profitable 
branch of commerce the exchange occaſions a lols, the 


conſequence of which is, to diſcourage exportation. 
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PART 3. by the exchange, are thoſe who have imported French 


commodities to England. Upon this hurtful branch 
of commerce, the exchange occaſions a profit; the 
conſequence of which is, to encourage importation. 

This is not all. The merchants exporters, who 
have loſt, cannot diaw back their loſs upon the re- 
turn of their trade; becauſe the return of their trade 
is the money due by France, the balance included, 
Whereas the merchants importers may draw back 
their loſs upon the return of their trade; becauſe that 
return is mercbandize, which they can fell ſo much the 
dearer to their own countrymen. 

If the balance be in favour of London, importers 
gain, as we have {-en; when it is otherwiſe, and when 
they are obliged to pay the exchange, they indemnify 
themſelves, by the ſale of their goods ſo much the 
dearer. High exchange, therefore, may hurt export- 
ers, but never can hurt importers. 

Let us next examine the operation of exchange a 
Paris. | 

In the Paris market, the demand will be for bills 
upon London for money in Paris; and he who de- 
mands muſt pay the exchange. The debtors, there- 
fore. to the nation creditor, muſt pay the exchange, 
and the creditors to the nation-creditor will receive it ; 
and as both are Frenchmen, the profit and loſs to 
Paris exactly balance one another, 

But the de>to:s to the nation-creditor are here the 
importers of Eng'iſh goods; conſequently, this trade, 
hurtful to France, would be hurtful to the importer, 
cou'd he not indemnify himſelf by felling them fo 
much the dearer to his countrymen. 

The creditors, again, to the nation-creditor, who 
gain the exchange, are the exporters of French goods 
to England; ſo that here the exportation meets with 
an encouragement from a balance againſt the coun- 
try. 

From the advantage found upon exchange in favour 
of exporters, ard the loſs upon it to the prejudice of 

| 1mporters, 
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believed, that a wrong balance produced upon impor- 
tations and exportations are effects equal and contra- 
ry, which deſtroy one another, and thereby bring the 
balance even. f 


In anſwer to this, I have two ſhort arguments to 


offer. | 

The firſt is, that were the argument concluſive, it 
would hold good in reverſing the propoſition ; to wit 
that the conſequence of a favourable balance would 
be to deftroy 
lance even. This I never heard alleged. 

My ſecond argument is the ſtrongeſt : that the en- 
hancing of the prices of importations will not ſo effec- 
tually diſcourage the ſale of them at home, as the en- 
hancing the prices of exportations will diſcourage 
the ſale of them abroad ; for the reaſons I ſhall give 
preſently. But in the mean time, 


If the compenſation be confidered only in relation 


to the merchants importers and exporters, there, in- 


deed, I agree, that zheir profit and loſs upon the 
exchange are moſt exactly balanced ; becauſe what 
the one party gains the other loſes ; and the country 
loſes the balance only, as has been ſaid. 

The reciprocal debts thus tranſacted by bills of ex- 
change, we ſee that no profit can be made, nor loſs in- 
curred, either to London, or Paris, by that operation. 

The profit to Frenchmen is compenſated by the 


loſs to Frenchmen; the fame may be ſaid of the Eng- 


liſh merchants : but the balance due after thoſe ope- 
rations are over, and the more remote conſequences 
of high exchange, affect the relative intereſt of the 
two nations. 

This balance is generally ſent by the country-debtor, 
either to the country-creditor, or to their order in a 
third country, to which they are indebted. 

The tranſportation and inſurance of this balance is 
an expence to thoſe who owe, and the profit, if any 


there be on that operation, naturally falls to exchang- 


ers of the ſame nation, who conduct it. So whether 
exchange be paid upon bills drawn, or expence be in- 
curied 


the difference alſo, and bring the ba- 


rat 
importers, in the caſe of a wrong balance, it has been CHI. 
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' Boox IV. curred in the tranſportation of balances, no profit can 
PAET 3. accrue upon that to the nation-creditor, to the detri- 
ment of the debtor: it muſt therefore, do hurt to 
both, relatively to nations where, upon the average 
of trade, exchange is lower, | de 
I come now to the method of tranſporting balances 
in the metals. 
We have ſeen how the creditors of the nation- 
debtor pay exchange upon the ſale of their bills on 
Paris, which owes the balance. If by the operations 
of exchangers, this exchange ſhould riſe, to their de- 
triment, higher than the expence, trouble, and inſur- 
ance, of bringing the balance from Paris, then they 
will appoint ſome factor at Paris, to whoſe order they 


will draw bills upon their debtors in that city; and as tic 
what the Paris-debtors owe to London is ſtated in th 
pounds ſterling, the London-creditors will value the pc 
pound ſterling, according to the rate of exchange, of 
in their favour; and in their bills upon their Paris- re 
debtor, they will convert the ſum into livres, includ» th 
ing the exchange. | be 
By this operation, we ſee how the tranſportation on 
of the balance may become the buſineſs of the credi - gu 

tors to the nation-debtor : which is a combination 
we have not as yet attended to: a few words will ex- on 
plain it. | no 
When the creditors of the nation-debtor ſell their de 
bills, they muſt pay the exchange, as has been ſaid. on 
When they draw bills to the order of a friend in the qu 
place where the balance is owing, they ſuperadd the Joy 
exchange. This their debtors pay: but then they br. 
themſelves muſt be at the trouble and expence of th; 
bringing home the money. tio 
It is from this alternative which both parties have of m1 
either ſending what they owe to their creditors in bul- ing 
lion, or of allowing them to draw for it at the addi- ex 
tional expence of paying the exchange, that a check fon 
upon the extravagant profit of exchangers ariſes: and ms 
from this combination arile all the delicate operati- ſta 
ons of drawing and remitiing. by 
he 


Into aft 


or POLITICAL OECONOMY. 


123 


Into theſe we ſhall not inquire: the principle on Crap. 


which they depend appears ſufficiently plain, and 
this is the principal object of our attention. 

I proceed now to conſider how far thoſe reciprocal 
profits and loſſes, between merchants in the ſame 
country, affect the trade of it in general. 

When the balance is favourable, we have ſaid that 
the exporters loſe the exchange, and the importers 
gain it; and both being citizens, the country would 
not be concerned in their relative intereſts, were it 
not that theſe intereſts are connected with that of the 
country, which reaps great benefit from the trade of 
thoſe who deal in exportations, and loſs from the other. 

If, therefore, exchange is found to hurt exporta- 
tion, when the balance is favourable, in this reſpect 
the country has an intereſt in bringing it as low as 
poſſible. But as it may be ſaid that ſince the return 
of an unfavourable balance hurts in its turn the in- 
tereſts of importation, and favours the other, exchange 
thereby operates a national compenſation ; it will not 
be improper, in this place, to throw out one reflecti- 
on more, in order to deſtroy the ſtrength of that ar- 
gument. | 

Were this propoſition admitted, as I am afraid it 
cannot, from what we have already ſaid, it affords 
no argument againſt doing what can be done, to ren- 
der exchange as little hurtful as poſſible to exportati- 
on, during the favourable balance. But as to the 
queſtion itſelf, of national compenſation, I cannot al- 


low that even exporters and importers are thereby 


brought on a level in point of trade: for this reaſon, 
that the exchange affecting the exporters, in propor- 


tion as it augments, diſcourages manufacturers, who 


muſt have regular, and even growing profits, accord- 
ing to the increaſe of demand. Theſe the merchant 
exporter cannot afford; becauſe he cannot draw back 
from his foreign correſpondents, any advance upon 
manufactures at home, ariſing from domeſtic circum- 
ſtances. But when the merchant importer is affected 
by the exchange againſt him; this additional expence 
he can draw back; becauſe he ſells to thoſe who are 
affected by all domeſtic circumſtances. Let 
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Boox IV. Let us therefore determine, that it is the intereſt of 
P Saris Ja ſtate to diſregard that compenſation which is given 


to exportation by a wrong balance, which does ſo 
much harm; and to avoid the diſcouragement given 
to it by a right balance, which does ſo much good; 
The only way to compaſs thoſe ends, is to keep ex- 
change as near to par as poſſible. 

Could reciprocal debts be always exchanged at par, 
and could the expence of bringing home, and ſend- 
ing a balance abroad, be defrayed by the ſtate, I 
think it would prove a great advantage to the trade 
of a nation. I do not pretend to ſay that, as mat- 
ters ſtand, the thing is practicable; but as it is a 
queſtion which relates to my ſubject, and ſeems both 
curious and intereſting, 1 ſhall here examine it. 

At firſt ſight, this 1dea will appear chimerical ; and 
ſome readers may deſpiſe it too much, to be at the 
trouble to read what may be ſaid for it. I ſhall there- 
fore ſet out by informing them that the ſcheme has 
been tried, in a great kingdom in Europe, under a 
great miniſter: I ſay it was attempted in France, in 
the year 1726, under the adminiſtration of Cardinal 
Fleuri, and produced its effect; although it was ſoon 
given up, from a circumſtance which, I think, never 
can occur in Great Britain, 

After the laſt general coinage in France, 1726, ex- 


change became ſo unfavourable to that kingdom, that 


there was a general outcry. The Cardinal, to put a 
ſtop to the clamour, and ſet trade to rights, as he 
thought, ordered Samuel Bernard, at that time a man 
of great credit, to give bills on Holland at par, to 
all the merchants To enable him to place funds 
in Amſterdam, for the pay of his bills, the Cardinal 
ſupplied this exchanger with ſufficient quantities of the 
old coin, then cried down, and paid for the exporta- 
tion of it to Holland, 

Upon this exchange on Holland came to par; and 
all exchangers at Paris looked on the operation with 
amazement. The miniſter, however, in a ſhort time 
diſcovered, that by this he was undoing with one 
hand, what he wanted to eſtabliſh with the other. He 

- therefore 
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therefore ſtopped in his career, after having paid, per- * baſe | 


haps, ten times the balance due to Holland, 


By unfolding the combination of this operation, I 


ſhall be better able to caſt light on the queſtion before 
us, than in any other way. 

When the general coinage was made in France, by 
the artet of the month of Jan. 1726, all the old coin 
was cried down, and ordered to be recoined. The 
mint price of fine gold per marc was fixed at 536 li- 
vres 14 ſols 6 deniers; and the ſilver at 39 hvres 1 
ſol 9 deniers. T heſe were the prices at which the 
mint paid for bullion, when offered to be coined, But 
the King, as if he had a right upon the metal in the 
old coin, commanded it to be delivered at the mint 
at no higher rate than 492 livres for the marc of fine 
gold, and at 34 livres for the marc of fine ſilver: and 
to compel the poſſeſſots of it to bring it in, all expor- 
tation and melting down was made highly penal; the 
avenues from France were beſet with guards to pre- 
vent the going out; and the melting pots were ſtrict- 
ly watched. Upon this, the poſſeſſors of the old coin, 
rather than fell it to the mint at ſo great an under value, 
had recourſe to exchangers for bills upon Holland for 
it: and theſe being obhged to ſend it thither at a 
great expence and riſk, exatted a very high exchange, 
which, conſequently, affected the whole trade of France. 

Politicians perſuaded the Cardinal, that exchange 
had got up ſo high, not from the diſeredit caſt on the 
old coin, E becauſe of the wrong balance, and the 
alteration which had been made at that time upon the 
denomination of the new: and that ſo ſoon as the ba- 
lance againſt France was paid, exchange would return 
to par. Upon this the Cardinal ſet Bernard to work, 
but he ſoon diſcovered his miſtake; and by arret of 
the 15th of June the ſame year, raiſed the mint price 
of the old coin, and then exchange became favourable. 

Theſe are all facts mentioned by Dutot, and yet he 
never will aſcribe the riſe of exchange in France to any 
other cauſe than to the tampering with the denomina- 
tions of their coin: an operation which may rob one 
ſet of people in favour of another; but which boa oy 
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Boox IV. little effect upon exchange, when other circumſtances 


do not concur, as in the caſe before us. 


Now had the high exchange againſt France been 
owing to a wrong balance upon her trade, is it not 
evident that the Cardinal's operation would have ſuc- 
ceeded, that all demands for bills at Samuel Bernard's 
office would have been confined to the exact extent of 
that balance; that the reciprocal debts would have 
been negotiated between the merchants at par; and, 


conſequently, that all expence upon exchange would 


have been ſaved to individuals, at the ſmall charge to 
government of tranſporting the balance paid for the 
bills by the merchants at Paris? 

Were proſperous trading ſtates, therefore, conduct- 
ed by ſtateſmen, intelligent, capable, and uninfluenced 
by motives of private intereft, they would make it a 


rule to be at the expence of ſending off, and bringing 


home all balances, without the charge of exchange to 

traders; but the conſequence of either neglect, or in- 
capacity in the man at the helm, would then become 
ſo fatal that it might be dangerous to attempt, at once, 
ſo great a chauge in the preſent method of paying ba- 
lances : but I never make allowances for the defects 
of a ſtateſman, while 1 am deducing the principles 
which ought to direct his conduct. ; 

I ſhall next ſlightly point out the bad conſequences 
which, upon an unfavourable flate of commerce, might 
reſult from ſuch a plan; and without recommending 

any thing to practice, leave the reader to judge of the 
expediency. 1 7300 

We (ee, that by a ſtateſman's giving bills at par, on 
all occaſions, and being himſelf at the expence of tranſ- 
portation and inſurance, in bringing home and ſending 
off all balances, exchange would of itſelf come to par. 

The firſt conſequence of this would be, the total 
annihilation of the. exchange buſineſs; and if, after 
that, any iuterruption ſhould happen by neglect in the 
ſtateſman, trade might ſuffer conſiderably. 
Another conſequence is, that the moſt deſtructive 
trade would go forward without a check, as long as 


merchants could pay the par of the bills they demand- 
i ed 
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ly be enabled to do, while there was either coin or 
paper in circulation, as has been explained in treating 
of banks of circulation upon mortgage. 

The conſequence of this would be, to oblige the 
ſtate to pledge the revenue of the country to ſtrangers, 
in proportion to the balance owing, over and above 
the extent of the metals to diſcharge it. 


Now the queſtion is, and this I ſhall leave to the 


ſagacity of my reader to determine, whether, as mat- 
ters ſtand, there be any check proceeding from high 
exchange which can prevent the bad conſequences 
here ſet forth. I ſuſpec there is not. We ſee the 
moſt enormous ſums lent by nations to nations; railing 
the exchange againſt the lenders; turning it in fa- 
vour of the borrowers, but never preventing the loan 
from going forward. Does not Great Britain, as well 
as France, owe amazing ſums to other nations, at 
the expence of paying the intereſt out of their reve- 
nue? And have not all thoſe ſums been tranſacted by 
exchangers, who have made great fortunes by it? 
Are not the moſt unfavourable balances, paid in the 
ordinary method? Are there not, therefore, already, 
mitruments in the hands of all nations, ſufficient for 
their undoing ? How could their ruin be accelerated 
by this alteration in the mode of performing the ſame 
thing ? | | ai 
Bur let it be obſerved, that our buſineſs, in this 
chapter, is to ſearch for methods to advance the pro- 
ſperity of flouriſhing nations, who have a balance 
owing to them; and here we have been ſetting forth 
the bad conſequences which reſult from theſe, to others 
who are in decay. Every argument, therefore, drawn 
againſt this ſcheme, in favour of the idle or prodigal, 
is an argument in favour of it, with reſpect to the 
induſtrious and frugal, As all nations are liable to 
alternate viciſſitudes of proſperity and adverſity, the 
principles here laid down require to be carefully com- 
bined with domeſtic circumſtances, before they are ap- 
plied to practice. | ; 
t 
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Boox IV. It was with a view to this diſtinction, that, in the 
PART 3. title of this chapter, I pointed out the queſtion there 


method here is to give ſecurity, and pay intereſt for 


propoſed, as relative to the ſtate of it in a proſperous 
trading nation; and | am not quite clear how far it 


might not be advantageous in every caſe: but this 


queſtion I ſhall not here enlarge upon. What has 
been ſaid, will, I hope, be ſufficient to point out the 
principles upon which the deciſion depends; and if 
any ſtateſman inclines to try the conſequences of it by 
an experiment now and then, nothing is ſo eaſy as 
to do it, without any detriment. This is proved from 
the operation performed by the French cardinal, on 
the occaſion of a very unfavourable and high ex- 
change. 


CHAP. V. 


How, when other expedients prove ineſfectual for diſ- 
charging of Balances, the ſame may be paid by the 
Means of Credit, without the Inter ven ion of Coin or 
Bullion; and who are thoſe who ought to conduct 
that Operatton. abs, | 

per expedients for removing or palliating the three 

inconveniencies to be ſtruggled with in regulating 

exchange. 1. How to eſtimate the value of a ba- 
lance due: 2. How to pay it with the coin or bullion 


of the country: and laſtly, How to prevent the price 
of exchange from affecting any thing more than the 


E have now applied the principles formerly 


balance to be paid, after all reciprocal debts have 


been compenſated. 

It remains to inquire, what are the moſt proper 
methods to acquit what a nation may owe, after it 
has done all it can to pay the value of their balance 
in the other way. 

At firſt ſight, it muſt appear evident that the only 


what 


laid down, towards diſcovering the moſt pro-. 
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what cannot be paid in ary other value. This is con- Car. 
ſtantly done by every nation; but as the orditiary V.. 
methods are very perplexed, and ate attended with © 


expences which raiſe exchange to a great height, and 
thereby prove a prodigious q ſcouragement to trade in 
general: it would be no ſmall advantage, could all 
this loſs on exchange be equally thrown upon every 
claſs within the ſtate, inſtead of being throwr entirely 
upoi its commerce. 15 
As this is the expedient to be propoſed, it will not 
be amiſs to obſerve, that foreign balances ariſe chiefly 
upon four articles: 1. The great importation and 
conſumption of foreign productions. 2. The pay- 
ment of debrs and intereſt due to foreigners. 3. The 
lending money to other nations. And 4. the great 
expence of the ſtate or of individuals, abroad. 

Could all the bad conſequences atifing from theſe 
foot cauſes, and the High exchange occaſioned by them, 
be caſt upon that intereſt alone Hh h oc ns them, 
I would not propoſe to lay the whole body of the na- 
tion under contribution for repairing the loſs. | 

But if from the nature of the thing, as matters ſtand, 
the whole be found to fall upon trade, without a'poſfi-' 
bility of preventing it, in this cafe, I think, it is bet- 
ter for the nation, in cumulo, to lend its aſſiſtance, and 
ſhare the burdens, than to allow it to fall upon that 
part of the body politic from which the whole draws' 
its vigoar and proſperity, | 

It cannot be denied, that when a heavy balance is 
du- by a nation, it has the effect of raiſing exchange 
upon every dravght' or remittance. When bills are 
demanded to pay à foreign claim, it cannot be deter- 
mined from what cauſe the claim has ariſen. Whether 
for national purpoſes or not, the exchange is the fame, 
and equally affects the whole intereſt of trade. 

If this be a fair ſtate of the caſe, I think we may 
determine, that ſuch balances are to be paid by the 


aſſiſtanee and intervention of a ſtateſman's adminiſtra- 


The object is not ſo great as at firſt ſight may ap- 
pear. ' We do not propoſe that the value of this ba- 
Vox. III. K lance 


Boox IV. lance ſhould be advanced by the ſtate: by no means. 
Part 3. They who owe the balance muſt, as at preſent, find 
w—x— value for the bills they demand. Neither would. 
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I propoſe ſuch a plan for any nation who had, upon 
the average of their trade, a balance againſt them; 
but if on the whole, the balance be favourable, I would 
not, for the ſake of ſaving a little trouble and expence, 
ſuffer the alternate vibrations of exchange to diſturb 
the uniformity of profits which tends ſo much to 
encourage every branch of commerce. | 
We have abundantly explained the fatal effects of 
a wrong balance to banks which circulate paper; and 
we have ſhewn how neceſſary it is that they ſhould 
perform what we here recommend. There 1s there- 
fore nothing new in this propoſal: it is only car- 
rying the conſequences of the ſame principle one ſtep 
farther, by pointing out, as a branch of policy, how 
government ſhould be aſſiſting to trade in the pay- 
ment of balances, where credit abroad is required; 
and this aſſiſtance ſhould be given out of the public 
money. | 
The greateſt, and indeed, I think, the only objec- 
tion to this ſcheme, is, that by it the condition of our 
foreign creditors will be bettered, for no value re- 
_ ceived from them. This I allow will be the caſe when 
the balance is againſt England ; but it will be compen- 
ſated to the creditors by the loſs they will ſuſtain when 
the balance is iu her favour, But ſuppoſing theie 


ſhould be a benefit to foreign creditors, will not this 


circumPiauce raiſe the confidence of all the world in 
the Engliſh ſunds? If there was a propoſal made for 
lowering the rate of money, by refunding the debts 
which bear a higher intereſt than what money can be 
procured for, were the continent to pour her wealth 
into our ſubſcription, might we not then more readi- 
ly expect a ſupply from that quarter? Beſides, is not 
all the 3 


the bank of England to keep a ſubſcription open, at 


all times, in Amſterdam, ſor money to be borrowed 


there, 


due to forciga creditors paid in bank 
paper? Is not this demandable in coin, and will not 
this coin be exported, if credit be not found? Were 


T f ctr. Lode ua. 6 ths. My 


or POLITICAL OECONOMY. 


there, on the payment of the intereſt in that city, who C pas. 
doubts but loans might be procured at much leſs ex 


pence than at preſent, when we beat about for credit 
every where, until by the return of a favourable ba- 
lance upon the trade of England, ſhe ſhall be enabled 
to fill up the void ? Fi 

I feel my own inſufficiency to unfold the many com- 
binations which ſuch an operation muſt imply. 1 
therefore ſhall not attempt what, at any rate, | muſt 
leave imperfe&. What has been ſaid, combined with 
what has been thrown out on the ſame ſubject, in 
treating of other matters, is ſufficient to give a hint, 
as to the expediency of the plan in general. And as 
to the objection which ariſes from the payments to the 
public creditors abroad, I ſhall reſerve the more am- 
ple diſcuſſion of it till I come to conſider the doctrine 
of public credit. 17 
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CHAP. I, 
Of the various Conſequences of Public Debts. 


HE principles which influence the doctrine of 

public credit are fo few, and ſo plain, that it is 
ſurpriſing to ſee how circumſtances could poſſibly in- 
volve them in the obſcurity into which we find them 
plunged on many occaſions. 

For the better clearing the way towards the main 
object, I thall ſhew, from experience, and from the 
progreſs of public credit in ſome nations, that the true 
principles have been overlooked, and confounded fo 
with extraneous objects, as to be entirely loft. 

The true method of decyphering, as it were, the 
complicated operations of ſtateſmen with reſpect to 
this branch, is to bring back to their native ſimplicity 
ſuch plans of adminiſtration, as, from the infinite per- 


plexity 


/ 
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plexity of them, make people believe, that the princi- Cuay.* 
ples which influence this diſtriet of ſcience lie ſo in- I., 
volved, as to require a peculiar force of genius even 
to comprehend them. | meim 

By proceeding in this plain track, and by keeping 
the principles conſtantly in view, the moſt perplexed 
ſyſtems of borrowing, funding, ſtockyobbing, coin- 
ng and recoining of money, changing the weight, fine- 
neſs, and denominations of ſpecie, circulating paper in 
conjunction with it, impoſing upon mankind with bub- 
bles and bankruptcies, and calling them operations of 
public credit, may be rendered intelligible to the moſt 
ſlender capacity, ob ebony 

Many of theſe topics have been already explained, 
and diſmiſſed. This will enable us to contract the plan 
of what remains in proportion to the objects it is to 
comprehend. oo Ha 

Public credit we have defined to be, the confidenee 
repoſed in a ſtate, or body politic, borrowing money, 
on condition 'that the capital ſhall not be demand- 
able, but that a certain proportional part of the ſum 
ſhall be annually paid, either in lieu of intereſt, or in 
extinction of part of the capital: for the ſecutity of 
which payment, a permanent annual fund is appropri- 
ated, with a liberty, however, to the ſtate to ſet itſelf 
free, by repaying the whole, when nothing to the con- 
trary is ſtipulated. | 1 

In this definition I have put in an alternative, of pay- 
ing a perpetual intereſt for the money borrowed, or 
of paying annually a ſum exceeding the intereſt; which 
excels is intended to extinguiſh the capital in a certain 
number of years. In both caſes, the annual payment 1s 
called an annuity. When it is exactly equal to the in- 
tereſt agreed on, it is called perpetual; and determi- 
nate, when granted either for life, or for a certain num- 
ber of years, n em 

The ſolidity of this ſecurity is eſſential to the bor- 
rowing upon the cheapeſt terms: let me ſuppoſe it 
to be as ſolid as land- property, and as permanent as 
government itſelf ; what will the conſequence be? 
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of public credit, at laſt for me time. 
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Par g. every year, the ſum of their debts upon perpetual an- 
nuities, and appropriating, in proportion, every branch 


of revenue for the payment of them; the conſequence 
will be, in the firſt place, to tranſport, in favour of the 
cieditors, the whole income of the ſtate, of which go- 
verument will retain the adminiſtration. The farther 
conſequences of this revolution will furniſh matter for 
a chapter by itſelf. : 

If the borrowings of a ſtate be only in proportion to 
the extinctionof the old capitals, or of what I have called 
determinate annuities, then the debts will not increaſe. - 

Whena ſtateſman, therefore, eſtabliſhes a ſyſtem of 


public credit, the firſt object which ſhould fix his at- 


tention is to calculate how far the conſtitution of the 
ſtate, and its internal circumſtances, render it expedi- 
ent to throw the revenue of it into the hands of a mo- 
ney d intereſt. I ſay, this is the moſt important object. 
of his deliberation ; becauſe the ſolidity of his credit 
depends upon it. PN Rd 
It, all the intereſts of the ſtate duly conſidered, that of 
trade be found to predominate, leſs inconvenience will 
be found in allowing the money'd intereſt to ſwell; 
but.in monarchies, where the landed intereſt 1s the 
moiſt powerful, it would be dangerous to erect ſo for- 
midable a rival to it, In political bodies every ſeparate 
intereſt will conſult its own, and in the conteſt be- 
tween thoſe who pay, and thoſe who receive the taxes, 
ynder the denomination of creditors, the ſecurity of 
public credit becomes precarious. | 

From this we may conclude, 1mo, That in govern- 
ments where the ſwelling of a money'd intereſt is found 
to threaten the tranquillity of the ſtate, care ſhould be 
taken either to eftabliſh a ſinking fund, tot paying off, 
in times of peace, what may Lave been borcowed in 
times of war, ot the plan of borrowing upon determi- 
nate annuities muſt be eſtabliſhed. 
.. 2do, If natural cauſes be left to work their own ef- 
fects, without .a ſyſtematical plan of borrowing, the 
conſequence will be a bankruptcy. and a total failure 
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is, If a ſtate ſhould find the mals of their debrs to Cnar. 
amount to ſo great a ſum as to be inſupportable, they II. 


might have recoutſe to a total, or partial abolition of 
them by an act of power. e 
Ao, ie they allow their debts to ſwell without li- 
mitation, and adhere to the faith of rheir engage- 
ments, t e whole property of the ſtate will be in con- 
ſtant circulation, from one claſs of men to another. 
500, If the debts contracted be the property of fo- 
reigners, theſe will either remove into the country, 
where their funds ariſe, or the property, that is, che 
dominium utile of the country will be transferred from 
the natives. | | bs N 
Theſe and many other combinations will ariſe from 
the extenſion of public credit; and an examination of 
the moſt natural conſequences upon eyery ſuppoſition, 
will be the beſt way to acquire a diſtinct idea of the 
ſubject in general. To pretend to foretell any one 
certain chain of ' conſequences, Which may, in fact 
reſult from any combination, is, I apprehend, impo - 
| ſible; becauſe every one of them will depend upon 
circumſtanges totally unknown. Theſe, in our way 
of examining matters of this kind, are all to be found- 
ed upon ſuppoſition, © To ſupply. therefore, in foine 
meaſure, this defect, I ſhall firſt have recourſe to ex- 
amples of what has happened in the, hitherto infant 
ſtare of public credit; and as to caſes which have not 
as yet taken place, we muſt have recourſe to inge- 
nuity, and endeavour to form the moſt rational com- 
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CHAP, hi. 
Of the Riſe and Progreſs of Public Credit. 


ET HILE the policy of Princes directed them to 
form treaſures, there was no occaſion for 


* \ " 


public credit. This policy prevailed until the riſe of 
the Roman empire. Then all the treaſures of the 
world were plundered, and nations were inſlaved. 
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Boox IV. On this revolution, the ne of that great em · 
e 


Fanr 4. pire were ſupplied from 


annual tributes paid by 
conquered nations. Under good reigns, this annual 
ſupply ſwelled the public treaſure, until a prodigal 
Emperor ſquandered it away; and took to rapine and 
extortion to fill up the void. _ e 
Upon the total diſſolution of that great empire, 
Europe was over-run by barbarous nations, Who, with 
as little induſtry as ever, ſupported their power by 
the military ſervices of the whole people. 25 
After the eſtabliſhment of the feudal kingdoms 
under their chiefs who firſt laid the foundation of 
them, aroſe the Barons, or principal vaſſals, who, in 
imitation of their chief, erected ſmall principalizies, 


which by degrees grew independent. 


This diſtribution of power into many hands hag 
the effect of deſtroying all the ſyſtematic plans of go- 


vernment. Princes were obliged to act according to 


the perpetual fluctuation of circumſtancs, until by a 
revolution in their favour, the power of the vaſſa 
was ſwallowed up, and confined within the limits 
a more regular authority, e 
In proportion as this revolution took place among 
the nations of Europe, the ſyſtem of their govern- 
ment reſumed 8g more permanent farm. Juſtice was 
adminiſtered with more uniformity; and from this 
aroſe a body of laws, which, in ſome countries, were 
called cuſtoms: in others, as in England, common 
law. Wars then became leſs frequent; and the mili- 
tary ſervices not being neceſſary on all occaſions, in- 
ſenſibly became converted into taxes, proportioned to 
the exigencies of the time. — 
During this period, the coin and precious metals of 
Europe were lodged, in a great meaſure, in private 


& 


coffers. If wars brought them forth for a ſhort time, 


they ſoon found their way back again. Princes were 
enerally extravagant, and ſpent money as ſaſt as they 
got it. In proportion as induſtry and alienation in- 
creaſed, the coin came abroad, the inhabitants be- 
came eaſy in their circumſtances ; the ſtate flouriſhed, 
and acquired reputation, The riches and payer of a 
ate 
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ſtate began then to be eſtimated, as they ought to be, Cnar. 
not by their treaſures locked up, but by what was wo 


found ip circulation; that is, by their induſtry. Ve- 
nice, Genoa, and the Hans-towns, ſet the example. 


The Jews, baniſhed from France, on account of their 
extortions in the time of the holy wars, fled, as it 
is (aid, into Lombardy, and there invented the uſe of 
bills of exchange, for drawing their riches from coun- 
tries to which they durſt not reſort to bring them off. 
Intereſt for money began to be conſidered as lawful 
in many caſes: merchants were protected by Princes, 
for the ſake of the conſequences of trade and indut- 
try : and from ſuch ſmall beginnings has that mighty 
engine of public credit ſprung. angie 
hile princes mortgaged their lands and princi- 
palities, in order to obtain a ſum of money, they acted 
caſe in the more early times, before government ac- 
quired that ſtabiliiy which is neceſſary to eſtabliſh a 
firm confidence. In proportion'as it drew towards d 
regulaf Yew the dawn of credit put on appearances 
analogous to the ſolidity of the fund upon which it 
Was eſtabliſhed. 1 „ 
The ſecond ſtep was to raiſe money upon a branch 


of taxes aſſigned to the Jender, for the reimburſement 


of his capital and intereſt. We ſhall ſhew the conſe- 

quences of this plan of credit from ſome” examples, 

which will fully int oüt all its ingonveniencies. tos 
This plan of adminiſtration was attended with fo 


much abuſe, and ſo much oppreſſion, , that ſtateſmen 
began to deſpair of carrying, on public affairs by ſuch 


expedients; and therefore concluded that the oy 
way to obtain money at the leaft expence, was to raiſe 


it on the ſubject within the year, or upon what they 


called ſhort funds. | 2 5 
At length public credit aſſumed jts preſent form. 
Money was borrowed upon determinate or perpetual 
annuities: a fund was Provided for that purpoſe : and 
the refunding of the capital was, in many caſes, left 
in the option of government, but was never to be de- 
mandable by the creditor, rs. 3 
, This 


% 
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ho IV. This is a ſhort view of the progreſs of public credit. 
Paar 4. The principles upon which it is built are ſo few, that 
A © were l to confine myſelf to a bare deduction of them, 
little new or intereſting could be ſaid. I ſhall there- 
fore ſteer another courſe; I ſhall collect the ſenti- 
ments of ſome eminent politicians, who have either 
writ upon, or acted in the adminiſtration of this 
branch of government ; and by applying principles as 
we go along, | ſhall, be enabled to point out the ex- 
traneous circumſtances which are ſo apt to involve 
this ſubjeQ in obſcurity. Had we not before our eyes 
the numberleſs examples of this kind, it would hardly 
be poſſible to conceive how ſo great a confuſion, and 
ſo many calamities, could have Followed upon the ope- 
rations of public credit.  , _ 
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we ſhall ſee in the following chapter. 
Philip 
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Philip Je bel, King of France, was the firſt who, in Cn a”. 
. 


130, admitted, with great Es. the inhabitants 
of cities to have a ſeat in the ſtates of the kingdom. 
He formed them into a diſtinct body, and called 
them tiers etat, or the third eſtate, after the clergy 
and the nobility. His view Was to facili: ate thereby 
the juriſdiction he wanted to eſtabliſh over thole cities, 
and to engage them to conlent to the impolition of taxes 
for carrying on his wars in Flanders, and for oppoſing 
the ambitious views of Boniſace VIII. Accordingly, 
the people began to pay willingly, when once they 
found that they had a vote in what concerned them. 

I take it for granted, that every tax, about that 
time, was unpoled for a particular purpoſe, and aſ- 
ſigned either to creditors, or io people who advanced. 
money upon it: becauſe we are told that the firſt im- 
poſu ion granted by the ſtates to a King of France as a 
pom. branch of revenue, was an excile upon 
pirituous liquors granted to Philip de Valois, in the 
year 1345; at which time, however, according to 
Mr. d'Eon's Memoires pour ſervir d I Hiſtoire generale 
des Finances, there were nor lets than twenty-two dif- 
ferent taxes known in France, which he enumerates 
as follow: * 8 

Tailles, camplaintes, charges, redevances, coutumes, 


 prages, travers, paſſages, centiemes, cinquanii mes, ores, 


chevauchbets, ſubveniions, exatlions, cbevalcries, aides, 
marriages, toultes, impaſitions, prijons, ſervitudes, and 
nouvelleites. | 
1 hat all theſe impoſitions muſt have been mere 
trifles, | gaiher from a circumſtance in the Political 
Hiſtory of France, mentioned by the author juſt cited. 
which being itſelf exceedingly curious, aud tending 
greatly to confirm many things which I have advaiiced 
concerning the ſmall circulation in former times, 1 
ſhall here bric fly mention it. Sy | | 
la 1356, John, King of Frarce, applied to the 
States for 50,000 lives, about 91651. fterling, to pay 
his army. The States, beſides ſeveral other taxcs 
impoſed to pay ihis ſum, gizn:ed him 8- demiets 5 
k 
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Boox IV. the livre, or 
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per cent. upon all meat, drink, and 


| 31 ; 
Fa. merchandize ſold in France within the year; that is 


. 8 ſay, upon the whole alienations of France. The 


tax was levied, but fell fo far ſhort of the ſum re- 
quired, that it was made up by a poll-tax. El 

Can any example be better calculated for forming 
a notion of the circulation of France at that time? 

It may be here alledged that the prices of every 
thing were then ſo very low, that no judgment can 
be formed concerning the quantity of alienation from 
the ſmallneſs of the ſum. This objection is of no 
force, as I wi!l preſently ſnew. | 

We know from the records of the ſelling price of 
grain in France, which was then remarkably cheap 
in proportion to the years which followed and which 
had preceded, that in 1 350, the ſeptier of wheat, or 
4 Wincheſter buſhels, ſold for 17 ſols 8 deniers of the 
then currency, which was 12 livres to the marc fine 


* 


ſilver, and a French ſoldier's allowance for bread, to 


this day, is 3 ſeptiers, or 12 Wincheſter buſhels a 


year. Now let me ſuppoſe, that the whole 50,000 
v 


res had been raiſed by this impoſition of 33 per 
cent. or ½ of the total value of the ſingle article of 
corn fold at market, which was far from being the 
caſe, and then compare that with the number of men 


who could have been ſubſiſted with all the corn ſold 


in France at that time. 5 

If 15 of the price was the tax, then by multiplying 
go, ooo livres by go, we have the value of the corn fold; 
to wit, 1,c00,000 livres: divide this ſum by the value 
of what a man conſumes in a year, to wit, 2 ſeptiers 
at 17 ſols 8 deniers, which make 2 livres 13 ſols, and 
the quotient will be the number of portions for a man, 
to wit, 566,027. So the whole alienation of France, 
at that time, fell far below the value of as much wheat 
as would have fed 566,037 men. 

What a poor idea does this communicate of the 


ſtate of Europe only 400 years ago! It would be in 


vain to ſeek for examples to illuſtrate any principle of 


our complicated modern ceconomy in the hiſtories of 
AY thoſe 
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flouriſhed about the time of the revolution in 1688, 


| or POLITICAL OECONOMY. 
thoſe times: their taxes, their credit, and their debts, 
reſembled ours in nothing but the name. 


I now come nearer home, and give an account 
the ideas of public credit formed by Davenant, who 


von take to be the æta of public credit in Eng- 
and, | h 

No per ſon at that time, whoſe writings I have ſeen, 
appears to have ſo thoroughly underſtood thoſe mat- 
ters as Davenant. He was a man of theory, as well 
as knowledge of facts: he had an opportunity which 
few people have, to be well inſtructed in the one and 
the other; and he turned his talents'to the beſt ad- 
vantage for promoting the intereft of his country. He 
has wtit many tracts on political ſubjefts, which, 
when carefully read and compared with what expe- 
rience has fince taught us, caſt great light upon many 
queſtions relative to the ſubject of this inquiry. 

Davenant, like other great men of his time, was of 
opinion that borrowing money upon what he calls 
ſhort funds, was much preferable to that upon per- 
petual intereſt; and he thought the moſt adviſeable 
plan of all, could it be accompliſhed, was to raiſe the 
money wanted within the year. 

Men, at that time, had a terror upon them in con- 
tracting debts for the public: they conſidered the na- 
tion as they would a private man, whoſe intereſt is 
one, uncompounded, and relative to himſelf alone: in 
this light, creditors appeared as formidable as ene- 
mies; they were looked upon by miniſters as ſuch ; 
and this general opinion on one ſide, contributed, no 
doubt, to make the monied people leſs intereſted in 
the diſtreſs of government, and more ready to lay 
hold of every opportunity of improving ſuch occa- 
ſions, for their own advantage. 

Government was in conftant war with creditors : 
when ready money failed in England, it had nothing 
to Pay with but exchequer tallies, upon the taxes im- 
po 


ed; theſe were much more eaſily iſſued than ac- 


quitted. When the firſt year's amount of a tax was 


engaged, 
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Boox IV. engaged, people conſidered the ſecurity of what was 
Far 4. to follow as very precarious z conſequently, the value 
ot it diminiſhe | 
| This method, however, ſucceeded far better in 
paying off debts already contracted, than in contract- 
ing new ones; and the hardſhips put upon thoſe who 
had advanced money to government, and who were 
paid by aſſignments upon taxes previouſly engaged, 
made people afterwards very diffident, except upon 
proper ſecurity. The limited form of the Engliſh go- 
vernment, prevented the violent proceedings between 
miniſters and public creditors, which were common 
in France; and this circumſtance contributed, no 
doubt, to eſtabliſh the credit of the former upon the 
better footing. But til] the long expectation of pay- 
ment of the capital and intereſt, upon a diſtant fund, 
made Davenant acknowledge that 700,000. in ready 
money, would, at any time, go farther than a mil- 
il lion in tallies; and yet he thought it was better for 
the ſtate to borrow the million upon a plan of diſ- 
| charging the debt in three or four years, than to ob- 
| tain the 500,000 J. at the expence of a perpetual in- 
| tereſt of 8 per cent. 
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There were many more conſiderations which moy- 
ed Davenant to prefer what he calls ſhort funds to 
* perpetual intereſt. = 
| t was the general opinion in his time (not his own 

indeed, for he endeavoured to ſhew the fallacy of it) 
that money borrowed upon the anticipation of a fund, 
raiſed and appropriated for the diſcharge of it, was not a 
debt upon the ſtate ; becauſe it did not diminiſh the 
former revenue. We have a remarkable inſtance of the 
prevalence of this opinion, in the famous memorial 
mg by M. Deſmaretz to Philip Duke of Or- 
eans, after the death of the late King of France ; 
wherein he advances, that during ſeven campaigns, 
from 1708 to the peace of Raſtad, while he had been 
at the head of the King's finances, he had not in- 
creaſed the public debts by more than nine millious 
of livres capital: and yet when he came into the ad- 
miniſtration, in 1708, the King's debts did not amount ( 

to 
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to 00 millions; and we have ſeen, that at the time Oh . 


of his death, they were upwards of 2000 millions. 
But Deſmaretz did not reckon the difference of about 
1300 millions; becauſe: he had ſettled them upon 
funds of his own creation. This was ſo much the 
language of the times, that no criticiſm was made. 
upon it. 


It is remakable, that Davenant, in giving an ac-. 


% 


count of the debts of England, during the period of 
which he writes, that is, from the revolution down to 
the peace of Ryſwick, hardly ever takes notice of the 
ſums paid for intereſt upon them. The minds of 
men at that time were totally taken up with the 
payment of capitals; and providing theſe could be 
diicharged in a few years, it was no matter, they 
thought, what they coſt in the mean time. | 

As long as nations at war obſerve the ſame policy 
in their methods of raiſing money, the ways in which 
they proceed are of the leſs importance: but when 


any one ſtate makes an alteration, by which more mo- 


ney is thrown into their hands than they could for- 
merly obtain; this circumſtance obliges every other 


| tate to adopt the ſame method. Thus while Princes 


made war with the amount of their treaſures or an- 


nual income, the balance of their power depended on 


the balance of ſuch reſources: when they anticipated 
their income on both ſides, for a few years, the ba- 
lance was in proportion {till : when, afterwards, they 
adopted long funds and perpetual intereſt, the ſup- 


| plies increaſed; but till the balance was determined 


as formerly. | 
The uſefulneſs, therefore, of an inquiry into the 
principles of public credit, has not ſo much for its ob- 


ject to diſcover the intereſt of ſtates in adopting one 


mode of credit preferably to another, as to diſcover 


the conſequences of every one; and to point out the 


methods of making them ſeverally turn out to the 

beſt account for the ſtate, conſidered as a body politic 

by itſelf, and for the individuals which compoſe it. 
When ſo many different relations are taken ia, the 


ſubject becomes much more complex, and here | 
t 
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Boox IV. the conſequences which can only be gueſſed ar muſt be 
Part 4. leſs determinate; but on the other hand; it opens the 
mind, and ſuggeſts many hints which with time may 
be improved for the good of ſociety. | 

People who barely relate political facts, only afford 
an exerciſe to the 3 thoſe who deduee prin- 
ciples, and trace a chain of reaſoning from them, give 
exerciſe to the underftanding ; and as a- ſmall ſpark 
may raiſe a mighty flame, fo a hint thrown out by a 
ſender genius may ſet all the great men of à nation 
on à plan of general reformation and improvement. 

Let us now take a view of the ſtate of public credit 
in England, at the peace of Ryſwick; in order to 
ſnew how Davenant came to be ſo great an enemy to 
long funds, and more efpecially to petpetual in- 
tereſt, We ſhall at the ſame time point out from 
what cauſes the great change of ſentiments at preſent 
proceeds. | 

At the peace of Ryſwick, the debts of England, 
according to Davenant, in his fifth diſcourſe upon 
the public revenues and trade of England, ſtood at 
17,552,544 1. ſterling; call it 17 millions and a half, 
as we have no occaſion to calculate with exactneſs. 

Of this debt the capital of 34 millions was ſunk, 
as he calls it; becauſe 1,300,000 J. was on lives at 14 

cent. and what was over to make up the 3 mil- 
ions, was intended to remain a perpetual burthen on 
the nation. 

For paying the intereſt of this ſum, no leſs than 
402,000]. a year was neceffary, which makes on the 
whole above 11 per cent. | 

"But then it mult be obſerved; that more than one 
third of the ſum was upon lives at 14 per cent. the 
debt due to the bank, of which we have ſpoken in 
another place, was 1,200,000 /. for which was paid 
100,000/7. a year, including 40001: allowed for the 
charge of management: the remaining million was 
upon lottery tickets, bearing about 8” gef cent. the 
price at which the bank had lent. | | 

The ſecond branch of debts was near 11 millions, 
which, he ſays, were in courſe of payment; —_ 
ben they 


lr eee 


"7 w + &@ LW ow 


ww I woe 


_  y = ww 


#4 % 
* 


o POLITICAL OECONOMY.'/ 


they were ſecured upon branches of revenue engaged C nar. 


for .diſcharging them. A part of this claſs of debts * 
was to be extinguiſhed in the year 1700: and when- 


ever that was done, then a proportion of the appro- 
priated taxes, amounting yearly to above a million 


ſterling was immediately to be taken off 
The third claſs of debts were thoſe not provided 
for: at all; which in the place referred to, he makes 
to amount to no more than 3,200,000 1. but he after 
wards finds his miſtake, and that they in fact amount - 
ed to above 5 millions and a half. which makes the 
debts of England at the peace of Ryſwick, to have 
been near 20 millions. nee 191 
Was it then any wonder, that a man who wiſhed 
well to his country, ſhould prefer borrowing upon ſhort 
funds at any expence whatever in the mean time, 
rather than at perpetual intereſt, when he found that 
parliaments could not be prevailed” upon to allow any 
tax to ſubſiſt one inſtant after the diſcharge of the 
debts for the payment of which it had been appro- 
priated ? | | | . 
Beſides, there was very little to be gained b ' bors 
rowing upon long funds and perpetual intereſt, as 
long as the lenders conſidered their advantage to con- 
liſt principally in getting their capitals refunded. 
The plain matter of fact was, that trade at that 
time was only beginning to take root in England, and 
demanded funds to carry it on. The uſe of banks had 
not then been diſcovered, for turning property itno 
money. Circulation, conſequently, was confined to the 


coin ;; and profits on trade very great. All theſe circume : 


ſtances rendered capitals of eſſential uſe ; and the cons 
ſequence was, to raiſe intereſt to an exceſſive height 
Compare this ſituation with the preſent. Were the 
capital of 140 millions ſterling thrown by Great Bri- 
tain, in a few years, into the hands of the preſent 
creditors; were France, on the other hand, to throw 
in as much, what trade could abſorb it? Capitals nou 
are only of value in proportion to the intereſt 
bring; and ſo long as the intereſt paid on public debts 
is uten to keep circulation full, and no more, in- 
Vol, III. L tereſt 
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Boox IV. tereſt will ſtand as it is: when that ceaſes to be the 
PART 4. + caſe, as in time of war, we ſee intereſt begins to riſe, 


and when, on the other hand, the intereſt paid, 
proves more than ſufficient for the uſes of circulation, 
as upon a return of peace, then, from the ſame prin- 
ciples, intereſt muſt diminiſh. 

Davenant, like an able politician, who had the 
ſtate of facts before him, reaſoned according to actual 
circumſtances. Whatever was borrowed on long 
funds, was charged on the ſtanding revenue of the 
ſtate, which parliament was very unwilling to increaſe 
in proportion to the charges laid upon it, This, of it- 
ſelf, was argument ſufficient with him to caſt his view 
upon ſhort appropriations, or upon his favourite ob- 
ject of raiſing money within the year, to ſupply the 
exigencies of the ſtate. | 

But in this operation he found great difficulties. In 
bis treatiſe of ways and means, article exciſes, where 
he is ſearching for expedients to provide money for the 
war, be plainly ſhews a thorough knowledge of that 
impoſition. It had taken place in England as far 
back as the great civil war, and formed at the re- 


volution about + of all the revenue: but what is ve 


extraordinary, and which at preſent will hardly be cre- 
dited, the exciſe had at that time the effect of ſinking 


| the price of the ſubject exciſed, inſtead of raiſing the 


price of what was produced from it. Thus ths ex- 
ciſe upon malt, after the revolution, had the effect 
of lowering the price of barley, inſtead of raiſint the 
price of beer. 9 711 
This effect of exciſes Davenant ſaw; from which 
he, and fince him many more have concluded, that 
all exciſes fall ultimately upon the land. 

This circumſtance, together with a feeling Abe 
intereſt of the great number of idle poor at that time, 
who muſt conſtantly ſuffer by exciſes, engaged Dave- 


nant to propoſe having recourſe to the land-property 


and poll-raxes, for raiſing, within the year, the ſurns 
required: or carrying on the war.. 

According to his. propoſal, there were to bo 80 leſ 
than 3. 3 raiſed * a land tax, beſides- half a 


$1519] million 
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million by a quarterly poll, which was, at that time, Cars. 

above 100,00 J. more than all a en s, nb ” 

of England put together. a 
A propoſal of this kind coming from Davenant, 

ſhews the difference of htuativn between thoſe times 

and the preſent. On this ſubject more is to be learn- 

ed by comparing facts, than by all the reaſoning in 


the world, 


We have ſeen how credit ſtood in England during 
the reign of William III. It was then in its infancy, 
and was ſet upon the principles of a free and limited 
authority, exerciſed by miniſtets of ſtate at all times 
reſponſible to parliament at the riſk of their heads; in 
caſe of any open violation of the public faith. This is 
the beſt of all ſecurites againſt the bad exerciſeof power: 

Whoever reads the admirable writings of Davenant, 
and compares his ideas with what experience bas 
fince taught us, concerning the nature of taxes and 
public credit, will plainly diſeover that the great di- 
ſtreſs of England at that time, proceeded from the 
following cauſes. 

The enterprize they were engaged in, was fat bes 
yond their power to ſupport, although they had the 
greateſt part of Europe to aſſiſt them, - 

The bravery of the Britiſh nation was ill ſupported 
with money, the ſine vs of war. 

The coin ſoon after the revolution fell into the 


greateſt diſorder, which ſent it away; and no expe- 


dient was found to ſupply its place for the uſes of do- 
meſtie circulation; and, conſcquently, the fixed re- 
venue could not be paid, nor induſtry carried on: 
The people were unaccuſtumed to taxes: tunnage 
and poundage, the branch with which they were beſt 
acquainted, and which they bore with the leaſt mur- 
muring, becauſe it was little felt by individuals, to- 
gether with the exciſe upon beer and ale, the hearth 
money, the poſt-houſe, and wine-licences, compoſed 
the whole of the permanent revenue of the ſtate, arid 
amounted to about one million and a half ſterling: 
beſides which, the parliament had granted ne cub 
toms (all to ceaſe before 1 _ 1 
2 a 
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Boox IV. half a million more, upon wines, tobacco, ſugar, 
FP K 4. and French linen. This was the ſtate of the reve- 
nue at the revolution. f * 
One would imagine that England, under ſo ſmall 
a burthen, might have been able to make the great- 
eſt efforts. 5 
Were we now to grapple with France, under ſuch 
circumſtances, what fanguine hopes would we not 
form of ſucceſs! The caſe turned out widely different: 


money; a tax which raiſed over the whole king- 
dom, 245,000 J. and was conſidered as an inſupport- 
able burthen. 
Such ſentiments and diſpoſitions in the Engliſh na- 
tion, might have been a ſufficient indication of what 
was to be expected from the war ; the conſequences 
of which had, before 1695, produced the following 
Changes in the revenue. TAY WE 2355 | 
The tunnage and poundage, which at the revo- 
lation produced 600,000 J. was by this time reduced 
to 286,687 J. 
The exciſe upon beer and ale, from 666, 383 J. was 
reduced to 391,276 J. [5 2 
The hearth money was aboliſhed. 
The poſt-houſe, from 65,000 /. was reduced to 
63.517 1. | 
The wine-licences, from 10,000 /. to 5000 J. | 
The temporary 'cuſtoms which ſubſiſted at the re- 


— 


tinued by new grants, or by others of the ſame nature 
introduced in their ſtead. The former had produced 
418,472 J. the new produced 373, 839 J. ; 
The laſt and moſt important grant of all, was an 
additional exciſe upon beer and ale, which produced 
450 000 1 Pa | | 
The revenue at the revolution produced, clear of all 
charges, 2,001,855 J. ſterling. A revenue eſtabliſhed 
at pretty much the ſame rate, and nearly on the fame 
objects, with an addition of a new exciſe, which pro- 
 tuced 450,0004. produced net in 1694, no more than 
Tod . 1,570,318 J 


the firſt benefit the nation expected in conſequence of 
their liberty reſtored, was an abolition of the heatth 


volution, were now expired, and had been either con- 
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_ 1,570,318 1. fo that, deducting the new exciſe, the old 


revenue was diminiſhed in its produce, no leſs than 
1,081,527 J. or above one half, in five years time. 

In a country like England, at that time, taxes were 
of little uſe to the ſtate, and were an exceſſive bur- 
then on the people. „ i710] 

What could they be paid out of ? Not out of the value 
in the hands of the people; becauſe there was no way 
provided for turning that value into money. The 
whole of the money coined before the end of the war 
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in 1697, did not amount to 8+ millions. It was not 


to be expected that during the war, foreign coin was 
to come in, except in conſequence of borrowing ; and 
we may be very certain, that all that was borrowed, 


and a great part of what had been coined at home, 


had gone out from the year 1695 to 1697. Under 
theſe circumſtances, the exchequer iſſued tallies of 
wood, a notable expedient for facilitating circulation ! 
And the bank of England lent not one farthing upon 


mortgage: all that was poſſible to be raiſed on the 


land and on the people, by pound rate, aſſeſſment, 
and poll-tax, was impoſed. - | | 
Now let us recall our principles concerning circu- 
lation, alienation, and banking upon mortgage, and 
combine theſe with what we have ſq frequently re- 
peated, and I think demonſtrated, viz. that in pro- 
portion to the extent of alienation, and the demands 
for money, a circulating equivalent ſhould be provid- 


ed, ſo as to be ready at the hand of every perſon who 


has property to pledge for it; and then decide whe- 
ther it was any wonder that credit in England ſhould 
have been at ſo low an ebb at the peace of Ryſwick; 
that taxes ſhould have diminiſhed in their produce; 
that intereſt ſhould have riſen to ſuch an extravagant 
height; that the people ſhould have groaned under a 
load from which they could not relieve themſelves. 
Under ſuch circumſtances, England appears to me 
in the light of a dumb man put to the torture in order 
to extort a confeſſion. 0 
Were eight or nine millions ſterling in coin, and a 


few wooden ſticks, the tallies, conſtantly ſold at a 
L 3 great 


_ 2 
o * 


The conſequence of this total drain of money, was, 
that people could neither conſume exciſeable commo- 
dities, or pay the taxes laid upon their perſons and 
ſolid property. 

The exciſcs failed, becauſe the body of the people, 
who paid them, were interrupted in their induſtry, 
for want of money to carry on alienation. Thoſe who 
were liable to the arbitrary impoſitions, ſuch as the 
landlords, could not pay; becauſe what they had, 
their land, could not be given in payment. 


From what I have here laid together, we may de- | 


termine, that as alienations among individuals eannot 
exceed the proportion of the circulating equivalent of 
a country, ſo a ſtateſman when he intends ſuddenly to 
augment the taxes of. his people, without ——— 
their induſtry, which then becomes ſtill more nece 
ſary than ever, ſhould augment the circulating equi- 
valent in proportion to the additional demand for it. 

I his, according to my notions, cannot be. ſo well 
compaſſed as, 1. by eſtabliſhing banks of circulation 
upon mortgage: 2. by relieving thoſe companies of 
the load of payipg foreign. balances by giving bills at 
par, or at a {mall exchange: and 3. by providing 
funds abroad for the payment of them, according to 
the principles above deduced 

Such expcdients will work their effeQ, in a nation 
where the public faith ſtands upon the ſolid ſecurity 
of an honeſt parhament, and upon that reſponſibility 
which is fixed upon thoſe who are truſted with the 
exertions of the royal authority. 

I thiak I may illuſtrate this operation by a ſimile. 

A gentleman chooſes to form a caſcade of the water 
which ſerves to turn his corn- mill; conſequently, the 
mill ſtops: but in its ſtead, be immediately erects an- 
other which turns with the wind. Coin is the water, 
bank paper is the wind, and both are equally well 
calculated for the uſe they are put to. 

CHAP. 
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BooÆ IV. great diſcount, a circulating value ſufficient to ſupply 

PART 4- the exigencies of a ſtate which was ſpending annually. 
dt the rate of five or fix millions? | 
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Of the State of the public Credit in France before the ; 
reign of Louis XIV. and of the Sentiment of the great 


. Richlieu upon that Subject. x 
HR G laid before my reader the ſentiments 
II. of Davenant on the ſubject of public credit, 

which were analogous to the then ſtate of England, it 

may be inſtructive to compare them with thoſe of an- 
other very great man, in a rival nation; I mean the 

Cardinal de Richlieu. 5 

The conſtitution of Great Britain at preſent, is 
pretty much what it was in Davenant's time: and that 
of France does not differ widely from what it wes at 

the death of Louis XIII. 8 5 
Britain and France are two nations, rivals in every 

thing worthy of emulation, and ſimilar in thoſe di- 

ſtreſſes which are the inſeparable concomitants of mo- 

dern ambition, debts and taxes. | 
As long as the conſtitution of the two governments 
ſhall ſtand as at preſent, Britain will conſtantly have 
the advantage in borrowing: France will have it in 
paying off her debts. It is this contraſt which en- 
gages me to enter into the following detail. I conſi- 
der it not only as a piece of hiſtorical curioſity, but 
as a ſubject of profound reflection, from which mucts 
inſtruction may be gathered. | $33 
The fate of kingly power was decided, both in Bri- 
tain and in France, much about the ſame time. In 
France, it was ſupported by Cardinal de Richlieu; in 
Britain, it was broken to pieces under Charles J. 
Before that time there was no fixed form of govern- 

; ment eſtabliſhed in either country; nor can ever a 

regular conſtitution take place- any where, unti] the 

mechaniſm of a ſtate becomes ſo complex as to render 

| changes extremely difficult. This is becoming the caſe 

more and more every day; and upon this and nothing 
elſe will dpend the. ſtability of our preſent forms. 
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Boox IV. Let us now take a view of the ſentiments of a great 
PAET 4 miniſter, delivered in writing by himtelf, in his political 
g teſtament; the authority of which would never have 


been called in queſtion, had the matter it contains been 
properly attended to, and well underſtood. 

It is in the 7th paragraph of the gth chapyer of the 
teſtament, where the Cardinal ſhews his ability in 
paying off the debts of France : and in going through 


the ſubject, he caſually has thrown out ſeveral things; 


which enable us to form a judgment of the ſtate of 
taxes, and of the effects they were found to produce 
in his time. 

« It is pedantry,” ſays he, ** to maintain that a 
* prince has no right to draw money from his ſubjects, 
„ and that he ought to content himſelf with the poſ- 


« ſeſſion of their hearts None, however, but flat- 


«* terers, the peſt of ſociety, can maintain that he may 
* draw from them, juſtly, whatever he thinks fit; 
and that his right extends, in this particular, as far 
* as his will.” 2 


The taxes of France at this time had been aug- 


menred far beyond their due proportion; and this 
had produced many ſtrange and contradictory phæ- 
nomena; which, as we ſhall now ſee, miſled the Car- 
dinal in many reſpects; becauſe his experience was 

not ſufficient to diſcover the cauſes of them. 
The augmentation of impoſitions on the people,“ 
ſays he,“ does the King /o much hurt by raiſing 
prices, as to compenſate all he can gain.” If we 
ſuppoſe that the King gained by the augmentation ; 
that is to ſay, that the tax, when increaſed, really pro- 
duced more than before, and raiſed prices propor- 
tionally ; then the King could only loſe his proportional 
part, but never the whole. If the tax, by being aug- 
mented, produced leſs than before, which was the 
caſe often, then he Joſt by a diminution upon his in- 
come, not by the riſe of prices. But this was not the 
caſe ; becauſe deficiencies of that kind could not fall 
upon the King, but upon his farmers. ; 
The true reaſon was, that the King paid moſt of his 
expences by his aſſignments upon the taxes; and then, 
no 
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no doubt, the higher they were raiſed, and the more Cnae. 


difficult to recover, the dearer every undertaking would IV. 
coſt the King, 8 1 


This reaſoning upon the effect of taxes ſnews, that 
at that time the doctrine of them was not well under- 
ſtood. No wonder: theory is not ſufficient to lay open 
political conſequences, even to the greateſt genius. 
All our information as to theſe matters ariſes from ex- 
perience, and all our inſtruction from our attention 
and reflection. ; 

Ag a proof of this, he mentions, almoſt in the ſame. 
place, an effec of the increaſe of taxes, which is quite 
contrary to the farmer, f 

* Conſumption, ſays he, © diminiſhes, as taxes 
„ augment.” | | 

This is a contingent, but not a neceſſary conſe- 
quence, as we have ſeen, and has the effect of lower- 
ing prices. 3 

{ mentjon theſe 1 only to ſhew how little 

ſtudied the principles of taxation, 
or combined the cauſes of thoſe phenomena which he. 
ſaw ariſing from them. | | 

Such contrary effects could not fail to be felt, when 
taxes were raiſed in the manner uſual at that time, and 
when no method was contrived for augmenting the 
currency. | 

In Richlieu's time the cuſtom was to treat with the 
partiſans, as they were called, or undertakers for the 
farm of taxes; and for a ſum of money, valued at a 
certain intereſt, to give them a right to levy certain 
impoſitions on the people, eſteemed equivalent to the 


rate agreed upon; ſome in one province, ſome in an- 


other, as the parties could agree. Then the partiſans 
fell to work with = people, and committed the moſt 
horrid extortions. In the 4th F. of his 4th chap. be ſays, 
The abuſe is carried ſuch a length, as to be quite 
© inſupportable, and muſt end in the ruin of the ſtate; 
the people are plundered, not taxed ; fortunes are 
made by rapine, not induſtry : uſing the partiſans 
like ſpunges is very juſt; but liable, on the other 
hand, to great abuſe, when not conducted with mo- 

| | deration 
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Boox IV. 4 deration and juſtice.” This is a very different ſyl- 
PART 4. tem of taxation from that carried on in England in Pa- 


— — 


— venant's time, and muſt have produced effects very 


diſſimilar. t, | 
But it may be aſked, if theſe partiſans in France had 
found out means of railing money, far beyond the 
King's intention; what prevented the Cardinal from 
examining into ſuch means, and uſing them in a gen- 
tle and <quitable manner, to the extent only of ſatisfy- 
ing the creditors for the money borrowed from them? 
In thoſe days ſeveral difficulties occurred, which 
rendered this expedient impracticable. 
Imo, The partiſans would lend in no other way; 
they would have nothing to do with the King as a 


debtor; his credit was not well eſtabliſhed ; and by 


having the direct adminiſtration of a tax, they conſi- 
dered themſ:Ives as more ſecure. * 

2do, Had the King levied the money on the people, 
and been paymaſter to the creditors himſelf, there 
would have been no gains to the partiſans but what 
were ſtipulated: had they exacted more than legal in- 
tereſt, they expoſed themſelves to great danger; and 
conſequently would not lend, So, by delivering up 
the people to be plundered, the King made a better 


| bargain, he thought, than any other way; and if the 
partiſans plundered the people, the Cardinal plundgg- 


ed them in his turn. 
3110, At this time there were not, as now, mer- 


_ chants of extenſive credit, and fair character, Who 


ſerve as interpoſed perſons for the whole money'd in- 
tereſt in Europe, and who can fill a ſubſcription for 
millions with a ſingle name. 

The partiſans. thernſelves, as the Cardinal obſerves, 
had often neither money or credit at ſetting out: but 
by parcelling their undertaking into many hands, they 
got together what was neceſſary. Thus the ſubaltern 
aſſociates were in a moment, like locuſts, ſpread over 
the whole face of the country, and plundering went 
on in every quarter. 


This repreſents a quite different ſyſtem of credit 
from what we ſee eſtabliſhed, even in France, at pre- 


ent; 
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wealth, the more the deſire of ſpending it increaſes. 
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ſent ;, where the tax-gatherers are ſtill loudly complain- 
ed of, tho' much more than they deſerve. The mode 
of raiſing the taxes is now moſt exactly ſpecified by 
the King; and nothing more can be exacted than ac- 
cording to the plan laid down; but in every caſe ſevere 

enaltics are impoſed upon frauds, and when levied, are 
accounted for to the faimers; but when compounded 
for under hand, ſink into private men's pockets, 

In a country where taxes are righily eſtabliſhed, in- 
duſtrious people have no occaſion to indemnify them- 
ſelves for the taxes they pay: they have a more cer- 
tain method of being refunded. This ſhall be explain- 
ed in in its proper place. 3 | 

By this method of oppreſſion in the Cardinal's time, 
a great part of the odium was removed {rom the King, 
and caſt upon the partiſans, The people reſembled a 
dog who bites the ſtick with which he has been (truck, 
inſtead of biting him who holds it “. 

* have 


Thus were taxes eftahliſhed in France, in ſpight of the great 
averſion of that nation to them. The exigencies of the ſtate 
were apparent; Princes were conſidered as under an abſolute 
neceſſity to find money at any rate; they appeared to be in the 
hands of unrelenting uſurers, who became the execration of the 

eople, to whoſe fury they were ſometimes delivered over, when 
Ariped of their wealth : the people were now and thep relieved 
of a part of their burthen ; the tax remained under milder ma- 
nagement; formed an addition to the King's revenue, and ſerv- 
ed as a fund for future emergencies. 

But the nature of man is ſuch, that the more he 


sin 
hus the 
fund provided for unforeſeen emergencies, is inſenſibly incor - 
8 with that which is appropriated for the current ſervice of 

e ſtate. 

Nothing however is more certain than that in time of war, 
far greater ſums are required than any people can pay, without 
contracting debts. | | 

Is it not then indiſpenſibly neceſſary, either, 1-mo, To have a 
ſum locked up in treaſure ? Or, 24s. A fund appropriated, to 
borrow upon in time of war, which may ſerve to pay off the 
debts in time of peace? Or, 3tio, To borrow upon the ſtipula- 


tion of an annual payment, which may, ig; a certain number of 


years, acquit both intereſt and principal? 

The firſt is the plan of the King. of, Eruſſia; the ſecond that 
of England; the third;is, in a good ure, that of France: 
Holland borrows no more, and pays as ſhe can what ſhe pots ; 

pain 


155 
Cu r. 
2 


3 


156 As INQUIRY ro Tur PRINCIPLES 
Boox IV. I have now ſaid enough to point out the method of 
ParT 4. borrowing money in France at this time, from which 
the nature of the ſecurity may eaſily be gathered. 
The Cardinal, upon the ſuppoſition of an approach- 
. ing peace, enters into the plan of paying off what had 
been contracted. He was refolved to preſerve credit; 
for even at that time, the conſequence of that great 
engine was ſufficiently felt by this great man, to re- 
lieve the people, and to get rid of the debts. | 
After a long detail of all the branches of the revenue, 
and after ſhewing how they might be improved, he 
draws out a general ſtate of them, and of the debts 
affecting them; and then adds, The total revenue 
of the kingdom amounts to near 80 millions;” (the 
filver was then at 27 livres 10 ſols the marc fine, 
which, valued at 2/. 45. ſterl. makes the 80 millions 
worth above 6 millions ſterl.“ of which there is above 
« 45 millions engaged for the debts. By good ma- 
© nagement I pretend that this immenſe load of debts, 
« which ſeems to be the ruin of the King, ſhall turn 
% out to his eaſe and opulence. Some imagine it 
« would be a right meaſure to free the ſtate entirely 
« of her burthen, (a general ſpunge) but as ſhe can- 
not, certainly, ſupport all the burthen, fo neither 


* 
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does reaſon dictate that ſhe ſhould be entirely ſet 0 
free.“ No modern ſtateſman could form a better t 
judgment of things. The Cardinal's ideas are juſt and 0 
profound; and it is aſtoniſhing how a man uninſtruct- 0 
ed by our experience ſhould ſee ſo far into remote l 
conſequences. y 
He next lays down different ſchemes for paying the 0 
debts, upon the return of peace and tranquillity. They p 
are all arbitrary, more or leſs, according to the ſtandard 
of Engliſh ideas of credit. But if we abſtract from one 1 
expedient lately diſcovered, to wit, the diminiſhing a 
the intereſt, and allowing the capital to remain, | 1 
doubt if any modern ſtateſman could diſcover any tl 
other than thoſe which the Cardinal has propoſed. * . 
Spain lives on her income; and Auſtria remained in the old 
way * wy lately, without credit, and conſequently without 
much debt. | | 


A pre- 


be „ 7 


„ 


or POLITICALOECONOM TW. 

A preliminary ſtep to all his ſchemes was, by an a4 
of power, to reduce the debts which bore a higher in- 
rereſt, to that of the 16 penny, or to a little more 
than 6 per cent. This method of reduction has con- 
ſtantly been and is ſtill practiſed in France. | 

Then be propoſes to enter into an account with the 
creditors. for the ſums they had received; and to con- 


ſider whatever they had obtained above the legal in- 
_ tereſt, as payments in part of the capital. 


This ſcheme however he rejects, upon examinati- 
on. He ſays it is agreeable to equity; but that it 
would have the effect of totally deſtroying all credit 
forthe ſu ture. 

The ſecond expedient was, to reimburſe the credi- 
tors the ſums which they really paid for the annuities 
aligned to them: but that he found impoſſible to ve- 
rify; becauſe they had had the addreſs to ſpecify, in 


their conttacts, ſums far exceeding what they really 


paid. For this reaſon he rejects the ſecond expedi- 
ent alſo; and adopts a third, as the beſt plan of any 
for paying off the debts. This was, to value the 
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capitals at hat they then ſold for in the market, be- 


fore the peace was concluded. r u | 
This method appeared to the Cardinal the moſt 
equitable, at leaſt he ſays ſo, and the only one prac- 
ticable ; but in my opinion it was the molt arbitrar 
of the three; the moſt liable to abuſe, and the mo 
oppoſite to the principles; of public credit, as at pre- 
ſent eſtabliſhed : and yet it is a thought, which, 
when conducted with juſtice, may upon ſome occaſi- 
ons anſwer excellent purpoſes, as I ſhall obſerve in a 
proper place. tn: 6. 0 a 
Had he adopted the firſt expedient, of aſcertaining 
the value of the real advance, there was an appear- 
ance of juſtice; becauſe the creditors were thereby 
repreſented as uſurers; and by repaying them what 
they had advanced, by the enjoyment of an income 


above the legal intereſt, he treated them with more 


indulgence than the laws allow between private per- 


ſons: but ben money was borrowed in time of war, 
N | a higher 
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Book IV. a higher intereſt ſhould have been allowed for it than 
Paar 4. in time of peace, when it was to be paid off; and 
— therefore to take the ſtandard of peace, in reckoning 


with the creditors who had lent in time of war, w 
an evident injuſtice. - 
Could he, according to the ſecond ſcheme, have 
diſcovered exactly the ſums which had been paid for 
the annuities given, and offered reimburſements up- 


on that footing, leſs could have been ſaid againſt it; 


becauſe the mentioning more in the contract than what 
had been paid, was a palpable fraud againſt the King, 
The third method, which the Cardinal approves of, 
contains this piece of great injuſtice, that'the antient 
creditors of the ſtate who had paid 12 years purchaſe 
for their contracts, that is, thoſe who had lent” at 
about 8 per cent. might by this ſcheme be paid off 
with one half of what they originally paid. If it be 
anſwered, that nothing is worth more than what it 
can bring ; | anſwer, that it may be worth more than 
what it can bring at a particular time. During a war, 
an annuity which had been bought at 12 years pur- 
chaſe in time of peace, will fall to five, providing an- 
nuities can then be bought at that rate. The new 
loans conſtantly regulate the value of the old capitals; 
but upon a return of peace, they will rife to the ori- 
ginal value. Th 
Another injuſtice here was, that a miniſter, by bor- 
rowing a ſum at a very high intereſt, at a time he 
wanted to ſet a value on the capitals, might ſink this 
value. And, in the third place, the greateſt injuſtice 
of all conſiſted in this, that the Cardinal had no 
thoughts of any reimburſement, as we ſhall ſee by 
what follows. | | 
There was, at this time, one claſs of annuities con- 
ſtituted at 8 per cent. Theſe he propoſed to reduce to 
6 per cent. as above, by his preliminary operation. 
Such annuities ſold at that time for five years purchaſe. 
Theſe, ſays the Cardinal, we muſt fix at that value; 
and by allowing the proprietors to enjoy them for 74 
years, the capital and intereſt will be paid off. 83 
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n Other annuities conſtituted upon the tale fold for C Hr. 
d ſix years purchaſe, which, by the ſame rule, were to IV. 
8 be paid off in 8x years. BA oe ts 
a8 The annuities and other debts charged at this time 
upon the taille alone, amounted to 26 millions a year; 


e and by this ſcheme, the whole was to be paid off in 
or E nee e | 
p- Beſides theſe, there were engagements upon other 
3 branches of the revenue, which told at different prices. 
at All: were to be ſet upon a proportional footing. The 
g. annuities which fold the deareſt, were at 73 years pur- 
f, chaſe, which were to be paid in 114 years. 68 
nt Thus, by the Cardinal's ſcheme, the debts of France, 
ſe - Which at this time bore an intereſt of about 45 mill. were 
at entirely to be paid off, in about 12 years, without any 
oft new-impofition ; and when that was concluded, the 
be lands were to be diſcharged of 26 millions of yearly 
it taille, near two millions ſterlmg, and the King was 
an to have a clear revenue of 53 millions, or about 4 
ar, milſiens of our money, which with: the 26 millions 
ir- taken off the taille, make 79 milſions; the total 
in- amount of the French tevenue at that time. | 
-W I ſhal! now point out the characteriſtic differences 
Is; between the principles upon which the credit of Eng- 
ri- land and France were eſtabliſned, at the two periods 
of Which we have been ſpeaking. . 
or- lad two ſuch writers as Davenant and Richlieu 
he been to be met with in the ſame age, and at a time 
his when England and France were engaged in contracting 
ice debts, the contraſt would have been ſtronger; but a 
no it is, it ſuits our purpoſe. The debts contrafted in 
by France from 1708, when credit fell; to the end of the 
| war in 1714, were in conſequence of rapine and extor- 
on- tion, as in Richlieu's time: and the operations upon 
be them, after the peace of Utrecht, refemble thoſe of 
on. Richlieu in ſome very material circumſtances. Such 
aſe. as, 1, That all the debts were then, by an act of 
ue; power, put at 4 per cent. without any regard to the ori- 
71 ginal ſtipulations. 240, That what the Cardinal de- 
ſpaired of accompliſhing, the Regent undertook, and 
her executed; at a great expence to the King, and with 
great injuſtice to many individuals. He 
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Boox IV. He eſtabliſhed a commiſſion, called the via, to in- 
Paar 4. quire into the unfunded debts, which amounted to 600 
millions. His intention was, to diſcover the effective 
ſums which had been paid for the grounds of debt. 
The moſt favourable claſſes of theſe debts conſiſted in 
arrears of pay to the army, indemnities for pillage, and 
the like, conſtituted by notes iſſued from the office 
called the extraordinaires des guerres, which were di- 
miniſhed 3; the ſecond claſs was diminiſhed 4; the 
third claſs 3; and the laſt of all, ſums due to brokers, 
uſurers, &c. were diminiſhed 3. 1 

But alas! there was not the leaſt ſnadow of juſtice 
in this operation; becauſe long before the wi/a was 
eſtabliſhed, moſt of the grounds of thoſe debts had 
circulated from hand to hand, under the greateſt diſ- 
credit: fo that the real ſufferers were then beyond the 
reach of the indemuity offered; and the uſurers and 
brokers ho had bought them up, were thoſe who made 
fortunes by them. The Cardinal's plan of paying at 
the ſelling price, would have proved, in this particular 

caſe, more rational, and more according to equity, 
than any other: ſo greatly do circumſtances influence 
our deciſions in all political matters n Markt! 

By the va the 600 millions were reduced to 230 r 
millions, and put at 4 per cent. like all the other debts. } 
No plan was propoſed at firſt for paying off the capi- t 
tals; but a ſum was appropriated, tho” very ill paid, 
for diſcharging the intereſt, We have diſcuſſed ſuffici- 
ciently the famous operations of the Miſhfippi z by r 
which an attempt was made to throw the whole natio- 0 
nal debt on the company of the ladies; and we have E 
ſeen how it ſucceeded. * 1 

The diſtance, therefore, of Richlieu's time, from - 

d 
ſt 
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Davenant's, occaſions very little deception in compar- 
ing the principles of French and Engliſh credit : and 
when we come to examine the preſent ſtate of that 
queſtion, I am afraid we ſhall find, in France, enough 
of the old ſyſtem ſtill remaining, to verify my obſerva- a 
tion, that the French have the advantage in paying their t 

0 

0 


debts; the Englich, in contracting them. Where the 
balance of advantage may lie, will be the ſuhject of 
The 
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The firſt efſential difference | find between the cre- C wav 


dit of France and that of England, in the two periods 
we are conſidering, relates to the com. In the firſt, the 
value of it had been very well preſerved : no conſider- 
able alteration had been made upon it, from 1602 to 
1636, that the Cardinal raiſed the denomination of 
the marc of fine ſilver, from 22 livres to 27 livres 10 
ſols, as has been ſaid. Whereas from the revolution, 
until the eſtabliſhment of the bank in 1695, the coin 
had ſuffered in England a debaſement, from clipping, 
of near 80 per cent. This circumitance, more than 


any other, affected the credit of England, and increa(- 


ed the expence of King William's war. In Richlieu's 
time, circulation and trade had made more progreſs 
in France than in England at the time Davenant hived. 
The revenue left by Henry IV. was double to that of 
England at the revolution: and, in general, the in- 
come of the Kings of France had far exceeded that of 
the Kings of England, for many reigns before that of 
the great Henry. Borrowing alſo, upon a fixed and 


permanent intereſt, had been known in France fo far 


back as Francis the Firſt. 

That prince was the firſt, I find, who eontracted a 
regular debt, at perpetual intereſt, upon the town- 
houſe of Paris, at about 8 per cent. when the legal in- 
tereſt in England, under his contemporary Henry the 
Eighth, was 10 per cent. 

The predeceſſor of Francis, Louis XII. had of groſs 
revenue, charged with his debts, which eat up near 
one half, above 2,500,000/7. ſterling. Dutot, Reflex. 
Pol. Vol. I. p. 204. Francis I. left ro his ſucceflor in 
1546, a groſs revenue of 2,685,314 1. ſterling, and of 
nett income 2, 287, 998 J. according to Dutot and M. 
de Sulli. | 

Under Henry IL and Francis II, the groſs revenue 
ſtood at about 2,61 8,000]. iter]. 

Under Charles IX. I have not been able to diſcover 
any thing which can be relied upon : but his ſucceſſor 
Henry III. according to Sulli, had, in 1581, a revenue 
of 3,250,0001. ſterling, and left only about, 16 millions 
of livres of debt, which was no great ſum. | 
Vol. III. M To 
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Boox IV. To this Henry IV. ſucceeded; and by the capacity 
PazT 4. and unwearied application of his great miniſter M. de 
gulli, it was raiſed to above ſix millions ſterling, at the 


beginning of the reign of Louis XIII. This revenue, 
by his wars and expences, was left greatly incumber- 
ed; but ſtill the taxes were eſtabliſhed which brought 
it in; and fo early in the reign of his ſucceſſor Louis 
XIV, as the year 168 3, his revenue extended to no leſs - 
than 9,182,914 /. ſterl. according to Dutot. Reflex. 
Pol. Vol. II. p. 256 *. 

Let any man, acquainted in the leaſt with the hiſ- 
tory of England, examine the fixed revenue there, 
under Henry VII. and VIII. Edward, Mary, and Eliz. 
and their ſucceſſors, down to the revolution ; and 
he will evidently ſee the great diſproportion of 
wealth, proceeding from taxes, ih the one and the 
other kingdom, | 

From theſe facts I conclude, that debts and taxes in 
France were much more familiarly known in Richlieu's 
time, than poſſibly they could be in England when 
Davenant wrote. | 
Public credit had long grown up in that kingdom, 
under the hard influence of regal power: whereas in 
this it had ſprung up lately, under the protection of 
liberty, and a moſt limited authority, 

To that cauſe I aſcribe the difference we find between 
the principles of Engliſh and French credit ; and to an 
effect ſimilar to the cauſe I aſcribe the gigantic ſteps 
by which Britain has outſtripped her powerful rival in 
the eſtabliſhment of her credit, ſince the beginning of 


this century. | 


It is folly to prophecy, I know ; but I may be allowed 
to conjecture, that the ſame cauſes which have raiſed 
the credit of this nation to ſuch an amazing height, will 
either force the French from their old principles, or they 
will, ſome time or other, bury her credit in the duſt. 

Had one half of the acts of power been exerted with 
us, which have been fo familiar in France: had half 
the liberties been taken, in tampering with the claims 


| ® Theſe ſums are all converted into fterling, according to. the 
value of the French livre at the different periods here ran © 
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of creditors; Aa total bankruptcy would long ere now Cnar 
have been the conſequence: but in Britain credit is IV. 


young; and has been tenderly reared. In France ſhe 
is old, and has been accuſtomed for many ages to 
rougher uſage. But example works wonderful effects, 
eſpecially when nations live together in this great Eu- 
ropean ſociety; and the advantages of a ſecurity to 
be depended on will every day more and more engage 
the money'd intereſt to preler this to any violent and 
precarious profits. 

How nicely does not Davenant employ political 
arithmetic, in order to make true 'eſtimates of the 
taxes to be impoſed, and appropriated for a term of 
years, for extinguiſhing principal and intereſt ? How 
exactly has not the account between the ſtate and the 
bank been carried on from 1695, to this day? How 
faithfully have not all parliamentary engagements been 
obſerved? When, in 1749, a moſt natural operation 
was performed, to reduce the intereſt of the debt of 
Great Britain, by gentle ſteps, from 4 to 3 per cent. 
what an outcry did it not make, altho' an alternative 
was left to the creditors, either to receive an actual 
reimburſement, or to accept of the new terms? The 
credit of Great Britain muſt have appeared to France 
in the light of a pettiſn child, educated in the houſe 
of a too indulgent parent: her own 1s not treated with 
ſuch gentleneſs; and when our money-jobbers. try 
their hand at Paris, and meet with diſappointments 
from unexpected acts of council; to prevent the laugh 
going againſt them, for truſting to the credit of 
France, they turn it off by a jeſt, and pretend that 
they were only playing as at the Groom Porter's, or 
in Change-Alley. ; 

In a word, what would totally ruin the credit of 
England, does not equally affect that of France. An 
act of power there, no doubt, throws a damp upon it 
for a time; and if that act of power takes place at a 
critical uncture, it may coſt her very dear; as it 
has lately coſt her the continent of North America; 
which, I think, was fold for 32 millions, with-held 
from her creditors, for a ſhort ime, in the end df 
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Boox IV. 1759. But this act of power, and many others ſince 
Paar 4. have not ruined the credit of France: many truſt her 


ſtill; only thoſe who purchaſe in her funds, at pre- 


ſent, take about 2 per cent. off from their intereſt, as 
a premium for the inſurance of her good faith, until 
ſhe recovers her mercantile reputation *. 


— 


CHAP. v. 


Of the preſent fate of public Credit in Great Britain. 


E have, in a preceding chapter, given a ge- 
neral view of the ſtate of public credit in 
England, at the end of the laſt century. In this, I 
ſhall briefly run through the moſt remarkable revo- 
Jutions, both in ſentiments and events, which have 
ſucceeded ſince that time. | | 
At the revolution the revenue of England was about 
two millions ſterling, affected by two debts. The firſt 
was called the bankers debt, contracted by Charles 
II. and, by letters patent, charged upon his heredi- 
tary exciſe, to the amount of upwards of 1,300,000 /. 
This debt was reduced to one half, in the laſt years 
of King William, and put at 6 per cent. perpetual 


annuity, to commence from 1706. The other was 


a debt of 60,000]. due to that Prince's ſervants, 
neglected to be paid by his ſucceſſor, and diſcharged 
after the revolution. 

At the peace of Ryſwick, the nation: debt 
amounted to about 20 millions. The branches of taxes 
ſubſiſting at the revolution, and continued till then, 
produced no more than about 800,00 J.; but by addi- 
tional taxes laid on in the reign of K. W. the whole 


revenue extended to 3,255, 499 J. of which above one 


million was to ceaſe before 1700, as has been ſaid. 
This reduced the revenue, at the beginning of Queen 


Money inveſted in the French funds, anne 1766, will bring 
the purchaſer 6 per cent, This I conſider as 4 per cent. for the 
intereſt, and 2 per cent. premium for the riſk; and were ſhe 
now to borrow any conſiderable ſums, I ſuppoſe the inſurance 
would riſe in proportion, 

y Anne's 
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Anne's reign, to nearly what it had been at the re- CHa. 
volution: out of which if we deduct the intereſt of 
the national debt then ſubſiſting, and the expence of 


the civil liſt, we ſhall diſcover the extent of the funds 
prepared for engaging in the war with France; and 
then by comparing the ſtate of the nation at her ſue- 
ceſſivn, with what it was at her death, we ſhall form 
a general notion of the progreſs of credit, debts and 
taxes in England during that period. 

The revenue of England at the acceſſion of Queen 
Anne may be ſtated at about / 2,292,000 

Thedebts ſubſiſting on the 7 
31ſt of Dec. 1501, were / 6.748, 780 
Upon which the annual in- 

tereſt was - --- - $566,165 

Queen Anne's civil liſt ® 600,000 

Which two ſums amounting to 1,166,165 

Being deducted from the — 
revenue there will remain for | 
the current ſervice of theſtate 1,105,825 

What the exact amount of the revenue of England 
was at the death of the Queen, I cannot juſtly ſay. 


But as it may be comprehended under the three gene- 


ral branches of cuſtoms, exciſes, and other inland du- 
ties, we may form a gueſs at it, though imperfectly 


1 allow, from the number of articles in each. | 


At her acceſſion, the cuſtoms comprehended fifteen 


articles; at her death, they amounted to thirty- ſeven: 


at her acceſſion, the exciſes comprehended ten articles; 
at her death, they amounted to twenty-ſeven : at her 


acceſſion, the other inland duties comprehended eight 


articles; at her death, they amounted to ſixteen, in- 
ciuding the land tax, then become in a manner per- 


_ petual, although laid on from year to year. 


At her acceſſion, the public debts amounted(as above) 
to near 7 mil. at her death they exceeded 50 millions. 

In fourteen years, from the revolution to her acceſ- 
ſion, the money granted by parliament, partly raiſed 

The Queen got from parliament 700, oc / for her civil liſt; 


but ſhe immediately ordered 100,0c0/. to be annually paid to 
the uſes of the war. 
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Book IV on the ſubject, and partly borrowed, or taken credit 
PART 4. for, according to the cuſtom of the times, amounted 

to above fifty-five millions. During the 13 years of 

Queen Anne, the money granted by parliament raifed 
on the ſubject, or borrowed as above, amounted to 

upwards of 80 millions, 

By this genera] ſketch I do not mean to enter into 
exact details: facts muſt be ſought for in books which 
treat of facts; our chief object is to examine the prin- 
ciples upon which the public credit was ſupported, 
let the exact ſum of money raiſed be what it will. 

The expences of the French war firſt engaged the 
nation to revive thoſe taxes which had been ſuppreſſed ; 
and to impoſe many others for a confiderable number 
of years, in proportion to the money borrowed upon 
them, according to the principles of the former reign. 

In 1702, intereſt was fo low, that government got 
money at 5 per cent. It continued ſo till 1704, when 
ſome loans began to be made at 6 per cent. and at this 
rate it ſtood during the war, 

But in 1906, the exigencies of government were 
far greater than what all the money to be borrowed, 
or raiſed on the ſubject, could ſupply. This opened 
a door to the abuſe of paying the growing deficiencies 
upon the taxes with exchequer bills, chargeable 6n 
diſtant funds. Theſe fell conſtantly to great diſcount ; 
and the unhappy ſervants of the ſtate, who received 
them in payment, were obliged to diſpoſe of them to 
people who could wait for an uſurious reimburiement 
by parliament.” 

When thoſe exchequer bills had once got into the 
hands of the monied people, they had intereſt with go- 
vernment to engage the bank to circulate them at 6 
per cent. intereſt: but as the funds upon which they 

| were ſecured happened at that time, 1706, to be en- 
| gaged for diſcharging debts previouſly contracted, the 
bank, during that interval, could receive no pay- 
ment of this intereſt of 6 per cent. ſo the expedient 
fallen upon, was to pay the bank compound intereſt 
for all the tallies and bills they were to diſcount, until 
the funds appropriated ſhould be relieved, 

This 
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This expedient, bad as it was, and burthenſome to Char. 
q 


the ſtate in the higheſt degree, proved of infinite fer» 
vice, both in eſtabliſhing the credit of exchequer bills, 
and reheving thoſe who received payment in them. 

This operation was quite ſimilar to thoſe of banks 


of circulation upon mortgage. The bank of England 


was here employed in converting into money exche- 
quer bills, ſecured upon the faith of government. 


Banks upon mortgage convert into money the pro- 


perty of individuals, upon private. ſecurity. Had, 
therefore, banks upon mortgage been eſtabliſhed in 
England at this time, all thoſe who had property would 
have got credits from them, and would have been en- 
abled thereby to pay their taxes, and carry on their 
induſtry, without diminiſhing their conſumption.” The 
exchequer would then have had no occaſion to iſſue 
diſcredited bills and tallies for making up deficien- 
cies; becauſe taxes would have been productive, and 


= 


the ſtate would have been relieved of this exceſſive 


burden of intereſt at 6 per cent. accamulated quar- 


terly in favour of the bank. 
What extraordinary profit muſt have accrued to 


the bank by this operation, every one muſt perceive. 


They were not here procuring funds to lend at a great 
expence; all they did was to augment the quantity of 
their paper upon government ſecurity; which they 
knew well would be ſuſpended in the common circle 
of payments within the country; and the public bor- 


rowings were ſufficient to furniſh credit for the ſums 


ſent out of the country. In this view we may con- 


clude, that almoſt the whole accumulated intereſt 


paid, was pure profit to the bank, and a great aug- 
mentation of the national debt. 

This operation of the bank in 1706, did not pre- 
vent ſubſcquent deficiencies, in the paythent of the 
navy, army, ordnance, and of many other articles. 
In 1710, they amounted to above nine millions ſter- 
ling. This was too great a ſum to be borrowed ; and 
the bank"durſt not venture to difcount more than 
what domeſtic circulation could fuſpend : ſo that after 
this great debt had circulated upon the diſcredited 
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Boox IV. obligations which had been iſſued for it, and in that 


the hands o 


PART 4- way had fallen again into the hands of monied people, 


at 20 and 40 per cent. below par, the new proprietors 
of it were all incorporated into one great company, 
with a governor and directors, who got 6 per cent. 
for the whole capital, with an allowance of 8000 J. a 
year for charges of management. 

Thus all the real creditors for theſe deficiencies loſt 
the diſcount; the monied people gained 1t, and the 
public paid for all. 

When credit is in this languid ſtate, every expence 
of government riſes in proportion to the diſcredit of 
the paper with which they pay, till at laſt the whole 
ſum, with intereſt, accumulation, and expence, falls 
upon the ſtate, as if every farthing of it had bee 
frugally expended in ready money. tax 

This is a general view of the ſtate of credit in 
Queen Anne's reign, 

Government had not, as in the former war, the in- 
conveniencies flowing from the diforder in the coin to 
combat with. Theſe contributed more than any other: 
circumſtance, to raiſe the capital of the debts at the 
peace of Ryſwick. Circulation, too, was conſider- 
ably augmented, in conſequence of the increaſe of 
taxes, public debts, and the operation of the bank in 
circulating exchequer bills and tallies. Yet money 
was ſtill ſcarce, in compariſon of what it might have 


: 


been, kad proper methods been contrived to preſerve 
it upon a level with the occaſions for it | 


The deppen an. alſo, of nine millions capital in 
a corporation, which afterwards was 
called the South Sea company, was an aſſiſtance to 


public credit, by increaſing a monied intereſt, the prin- 


cipal view of which was to fill the government loans, 
on the lucrative conditions offered for them. And laſt 
of all, the ſtrictly adhering to the public faith of en- 
gagements, without ſeeking, by acts of power, to in- 
demnify the ſtate for the loſſes 1t had been obliged to 
incur, from the circumſtances of the times, laid the 
ſolid baſis of national credit for the future. 
Although the many additional taxes added to the 
| former 


5 
5 
at 


, 
t 
J 
7 


[ 


or POLITICAL OECONOMY. 


169 


former revenue, did not increaſe it in any proportion Cr. 


to the load laid upon the ſubject during this war, they 
ſerved, however, as a good foundation for improve- 
ment, as ſoon as the effects of peace reſtored them to 
their full production. But the charges laid upon them 
having become every year greater, government was 
obliged to engage certain funds for thirty-two years 
to come, and ſometimes longer; and many branches 
of taxes, which formerly had been granted for ſhort 
terms, were then made perpetual. After the peace of 
Utrecht, the expences of the ſtate were greatly dimi- 
niſned, and money began to regorge : ſo that in the 
year 1716, the firſt foundation of the ſinking fund was 
laid, by opening a ſubſcription for paying off about ten 
or eleven millions ſterling, at that time, charged upon 
ſeveral branches of taxes, the produce of which 
amounted annually to 724, 849 J. ſterling. 

The proprietors of theſe debts were allowed to ſub- 
ſeribe into this new fund, at the intereſt of 5 per cent. 
redeemable by parliament: and in caſe the whole ſub- 
ſcription ſhould not fill at that rate, the bank and South 
Sea company became bound to make it up, upon receĩv- 
ing a like annuity in proportion to their ſubſcriptions. 

The bankers debt, of which we have ſpoken, the 
only public debt owing at the revolution, made part 
of thoſe which were to be ſubſcribed for. 

The taxes which had been appropriated for the diſ- 
charge of thoſe capitals, from temporary, were made 
perpetual ; with a clauſe added, that when the ſurplus 


of the fund, after payment of intereſt, had diſcharged 


the capitals of all the national debt due the 25th of 
December in that year, the whole produce of the fund 

itſelf ſhould remain at the diſpoſal of parliament. 
After this firſt operation in reducing the intereſt, 
the bank was ſatisficd with a reduction to 5 per cent. 
of that paid to them; and they began to circulate ex- 
ch-quer bills at a more moderate intereſt than formerly. 
Public credit was now daily gaining ground. In 
1719, the South Sea company, whoſe capital was then 
ſwelled to eleven millions at 5 per cent. with a ſum of 
9397 U ſterling for the expence of management, en- 
| larged 


V. 
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Book IV. larged their views; and finding great profits to ariſe 
PART 4- from ſuch a fund under one adminiſtration, formed 
a project of acquiring a large ſum of the public debts, 


which remained outſtanding upon the original funds 
appropriated for them. | | 

For this purpoſe they propoſed to government to 
acquire, 1. The property of above 16 millions of re- 
deemable debts, bearing then 4 and 5 per cent. in- 
tereſt ; and to reduce the whole to 4 per cent. at mid- 
ſummer 172). 2. To acquire a ſum of 794, o00 J. of 
annuities upon lives, and for long terms, as they 
ſhould agree with the proprietors, at 5 per cent. upon 
the purchaſe-money, until 1727; and at 4 per cent. 
afterwards. Annuities were then valued at fourteen 
and twenty years purchaſe, according to their length : 
they role, however, during the operations of the South 
Sea, to 25 and 30 years purchaſe, 3. They were to 
have a ſum added to their former allowance for the 
charge of management, in proportion to this augmen- 
tation of their ſtock. 4. That for the advantage which 
might follow upon this agreement with government, 
they were to pay into the exchequer above ſeven mil- 
lions ſterling, toward diſcharging other national debts 
outſtanding, And in the laſt place, they engaged to 
circulate a conſiderable ſum of exchequer bills, and to 
pay the intereſt of 2 pence per cent. per diem, which 
ſhould grow upon them during ſeven years “. 

From the operations we have been deſcribing, we 
perceive, that the point of view in England, from the 


peace 


After the long and particular account I have given of the Miſ- 
ſiſippi, I ſhall not enter into a like detail, concerning a ſcheme 
which proceeded upon the very fame principles; to wit, the 
artificial raiſing the value of a ſtock, by promiſing dividends, 
out of funds which were nowiſe proportioned to them. 

I ſhall therefore, in a very few words, compare ſome of the 
operations of the South Sea ſcheme, with thoſe of the Miſſiſippi; 
and in doing it, point out the principal differences between them. 

The great profits upon the Miſſihppi were expected from the 
intereſt paid by government for the great loan, ihe farms of the 
revenue, and the profits upon their trade. 

Thoſe of the Sea South were, at ſetting out, 1. The profits 
upon their trade: 2. The allowance made them: 3. The * 
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peace of Utrecht, has always been, to reduce the in- Cnr, 


tereſt of the national debt; but never to leave in the 
hands of the creditors, any part of the ſavings made, 


to be intended for extinguiſhing the capital; and were 
it employed for that purpoſe for a few years only, and 
not diverted to other uſes, I am perſuaded the conſe- 

quence 


of receiving g per cent. for the money they laid out in purchaſing 
the public debts, when money was at 4 per cent. as it was when 
the ſcheme was ſet on foot: and 4. The furplus money ſubſcrib- 
ed into the ſtock above par, in conſequence of the artiſices uſed 
to enhance the value of it. 

The ſeven millions they were to pay to the ſtate, ſeemingly 
for no value received, were a ſort of compenſation for receivin 
the 5 per cent. for ſeven years, at a time when money was worth 
no more than 4 per cent. 

Theſe advantages raiſed, at firſt, the value of the original 
ſtock of eleven millions. The conſequence was, that the pro- 
prietors of the 16 millions of the redeemable debts, which were 
to be bought in when they came to ſubſcribe their capitals into 
the new ſtock, tranſacted them at a proportional diſcount ; which 
diſcount, being good againſt the government in favour of the 
company ſerved to diſcharge proportionally the ſeven millions 
the company was to pay. This gave an additional value to the 
ſtock ; and ſo it roſe, greatly indeed above that proportion. 
Then the company promiſed a dividend of 10 per cent. for one 
half year, upon their capital, at midſummer 1720; this divi- 
dend was to be paid in flock, which was conſtantly riſing in its 
value; but no information was ever given the pubhc concerning 
the funds which were to produce this dividend ; ſo every one 
concluded that there were hidden treaſures in their hands, which 
enabled them to promiſe ſuch large dividends, Accordingly, 
ſtock roſe from 300 per cent. to 375; then to 400, and at la 10 
1000 per cent. and in proportion as it roſe, the wealth of the for- 
mer ſubſcribers augmented from the ſurplus above par, paid by 
the latter, and thoſe who ſubſcribed laſt, bore all the loſs upon 


- the blowing up of the ſcheme. 


But one great difference between the South Sea and Miſſiſippi, 
was this: | hat in France there was abundance of money in the 
hands of the public, for purchaſing the actions, at the exotbi- 
tant price to which they roſe; but in England there was not: 
conſequently, in France, the rate of intereſt fell to 2 per cent. 


and in England, the great demand for money to borrow, raiſed 


it beyond all bounds. 

Thoſe who fubſcribed in money, paid down no more than 10 
fer cent. at ſubſcribing ; but became bound to pay up the re- 
mainder. But when the ſtock. tumbled, people were better 

pleaſed 


* 
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in order to diminiſh the capital. Theſe ſavings have 
conſtantly been thrown into a ſinking fund, /uppo/ed 
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Boox IV. quence/would be, to reduce intereſt in England lower 
Paar 4. than ever perhaps it has been ſeen in any nation. 
nat intereſt may be reduced, by making money re- 


gorge in the hands of the lenders, 1s, I think, an un- 
- controverted principle: that by regorging in France, 
anno 1720, it reduced intereſt to 2 per cent. is a fact 
indiſputable. I ſhall not pretend to ſay poſitively, 
that the total appropriation of the ſinking fund, and 
an augmentation upon annual grants, to make up the 


void, would in Great Britain work this effect in a 
few 


pleaſed to loſe the 10 ger cent. they had paid, than to pay up the 
remaining go ver cent. according to the terms at ſubſcribing. 
Thoſe indeed who ſubſcribed their former capitals at a vaſt diſ- 
count, d d not labour under the ſame inconvenience of want of 
money; but that diſcount became as real a loſs to them, as the 
caſh ſubſcribed became a loſs to the money ſubſcribers, the mo- 
ment that thoſe who were in the ſecret, and who, by the moſt 
infamous chain of artifices, had blown up the public frenzy, 
began to realize and fell out, and that the whole was diſcovered 
to be a cheat. So that upon the whole, the Engliſh ſcheme had 
much leſs foundation than the French. The firit blew up from 
an abſolute neceſſity, and for want of any bottom at all; the 
laſt from miſconduR, and rather from folly than knavery. Ire- 
turn to an account of the ſcheme. 

Theoriginal capital of the South Seacompany, was 11,750,000/. 
the redeemable debts they were to purchaſe in, amounted to 
16,750,000/, ; and the value of the irredeemable, or what were 
called the ab/olute terms, was computed at 15,058,000/7. together 
31,808,000 J. ſterling. 

he proprietors of this original capital of 11,750,000 J. con- 
ſalted their own advantage only, in purchaſing in this largeſum of 
debts, which were to be converted into an additional ſtock ; and 
therefore ſounded very high the great advantages of ſuch a tranſ- 
formation of them; 1mo, From the profits of the trade, which 
they were io enjoy excluſively. And, 24, Fromm the great ad- 
dition to their wealth, from the conſtant riſing in the price of 
their ſtock. They carried their views to nothing leſs than ob- 
taining a majority in the houſe of commons, by the weight of 
their wealth, and of becoming abſolute rulers of the nation. 

The public being from the beginning intoxicated with ſuch 
ideas, ſubſcriptions for ſtock were opened at 2co per cent. above 
par; and ſome of the proprietors of the 31,808,000 /. ſubſcribed 
at firſt their capitals at a proportional diſcount; that is, they 
made over a debt of 100 J. for 33 in South Sea ftock ; and ſuc- 
ceſſively, the ſubſcription roſe to 1000 per cent. Theſe immenſe 
profits being incorporated into the go of the general ſtock, 

u 


were propo! tionally ſhared by the ſubſcribers themſelves, wha 
became 


* * 


or POLITICAL OECONOMY:; ©. 


few years; but I think, it is very probable that it CHa. 


would: and if the domeſtic creditors, in any ſtate; 
where debts, due to ſtrangers, are ſwelled to ſuch a 
height as to exeeed the whole profits made upon trade, 
ſhall by their influence, and from a motive of preſent 
advantage, obſtruct a ſcheme of this nature; the 
conſequence will prove, in the firſt place, to diſcou- 
rage, and then totally to extinguiſh commerce, and 
in a little time to occaſien an unavoidable bankruptcy, 
as ſhall be farther explained in a ſucceeding chapter. 
I return to the South Sea company. 

The propoſal of the South Sea company, mention- 
ed above, was accepted of, and ratified by act of par- 
liament, 6 Geo. I. chap. 4th. But the diſaſter which 
befel credit, in conſequence of the ambitious views of 
thoſe who were in the adminiſtration of that company, 


became proprietors; and the higher the ſtock roſe, the more 
theſe gains augmented, This influenced the infatuation ; and the 
dividends augmenting in proportion to the price of ſubſcription, 
there appeared no end of the riſing of the ſtock. 

The firſt dividend offered, as has been ſaid, was 10 per cent. 
half-yearly, in ſtock : this was afterwards converted into no leſs 
than go per cent. in money, for that half-year : and when ſtock 
roſe to 1000, a dividend of no leſs than 50 pert cent. per annum, in 
money, was promiſed for twelve years to come. 

Had ſtock riſen to 2000 per cent. the dividend could have as 


_ eaſily been carried to 100 per cent. per annum, as it had been to 50 


fer cent. when at 1co0. 

But whence was this dividend to be paid? The company and 
the directors took good care never to give to the public any light 
as to that particular. | 

To prevent, therefore, ſuch abuſes in the riſing of the South 
Sea, it ought to have been provided by parliament, that in 
taking in ſubſcriptions, and offering dividends, the directors 
thould have informed the public, ine, Of the money owing to 
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them by government 240, Of the money gained by the ſubſerip- 


tions above par. And 371, Of the profits upon their trade, 
And, on the other hand, of the debts due by them ; and of the 
nett balance upon their books, in their favour. 

This would have been fair dealing. But to pretend the neceſ- 
tity of ſecrecy, in a point where the nation is intereſted, was in 
itſelf a mere pretext; and had it been otherwiſe, it might have 
deen anſwered, that a company which is obliged to have recourſe 
to ſuch ſeciets, ought to be prevented from dealing with thoſe 
who were to remain ignorant of them, however deeply intereſted. 


prevented 
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Baox IV. prevented the nation from reaping all the advantages 
_ which might have proceeded from it. 


The reign of King George I. though little diſturbed 
by foreign wars, produced not the ſmalleſt diminution 
upon the capital of the public debts; and thoſe which 
ſubliſted at the peace of Utrecht, ſtood, at his 
death, at 30, 354,963 J. The ſame taxes ſubliſted ; 
and every one almoſt was by this time made perpe- 
tual, except indeed the land tax and malt duty, which 
to this day continue to be annual grants. 

But alas! this apparent revenue, ariſing from a mul- 
titude of taxes, was of no uſe towards defray ing the 
ſmalleſt extraordinary expence of government. Every 
article of it was engaged for debts ; and the opera- 
tions for reducing the intereſt were calculated only to 
produce a fund for diſcharging the capital. The civil 
liſt, indeed, that is to ſay, the expence of civil go- 


vernment, excluſive of army, navy, ordnance, and in- 


cidental articles, was paid from the permanent taxes, 
and conſidered as a charge upon them. But were not 
armies and navies then become as regular an expence 
upon every ſtate in Europe as judges and ambaſſadors? 
_ Undoubtedly they were. Yet after the peace of U- 
trecht, in laying down the plan which has conſtantly 
been followed ever ſince, for defraying the regular ex- 
pence of Britiſh government, theſe two great and un- 
avoidable expences were conſidered as contingent on- 
ly, and provided for by annual grants: and becauſe 
armies, in time of peace, in former reigns, had proved 
dangerous to liberty from the abuſe of power, they 
were ſtill conſidered in the ſame light, at a time when 
liberty and trade were continually threatened from 
their armed enemies and rivals abroad. 

When the continuance of peace, in the reign of 
George the Firſt, had produced the effect of reducing 
tereſt, on many occaſions, to 3 per cent. the ſinking 
fund began to gather ſtrength. The land tax, from 
the year 1722, had not exceeded two ſhillings in the 
pound; and the extraordinary expence of government, 
according to the annual grants of the 13 years of his 


reign, did not exceed 34,800,000 J. or 2, 670, oo0 J. a 


year. Public 
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Public tranquillity was very little diſturbed during 
the firſt twelve years of the ſucceeding reign; and all 
the extraordinary expence did not much exceed three 
millions per annum yet that expence, ſmall as it was, 
compared with what it has been ſince, was almoſt every 
year made out, by taking one million at leaſt from the 
ſinking fund: and in the years of the leaſt expence, 
ſuch as 1731 and 1732, the land tax was reduced 


to one ſhilling in the pound, at the expence of taking 


two millions and a half from the ſinking fund. 
Theſe ſteps of adminiſtration I neither cenſure, or 

approve of. I muſt ſuppoſe every ſtateſman to have 

good reaſons for doing what he does, unleſs I can diſ- 
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cover that his motives are bad. May not the landed 


intereſt, who compoſed the parliament, have inſiſted 
upon ſuch a diminution of their load? May not the 
proprietors of the public debts have inſiſted on their 
fide, that no money out of the ſinking fund ſhould be 
thrown into their hands, while the bank was making 
loans upon the land and malt duties at 3 per cent.“ 
Might not the people have been averſe to an augmen- 
tation of taxes? When three ſuch conſiderable intereſts 
concur in a ſcheme, which in its ultimate, though 
diſtant conſequences, muſt end in the notable preju- 
dice of perpetuating the debts, although opportunities 
offer to diminiſh them, what can government do? 
They muſt ſubmit; and which is worſe, they cannot 
well avow their reaſons. | 

Such combinations muſt occur, and frequently too, 
in every ſtate loaded with debts, where the body of 


the people, the landlords, and the creditors, find an 


advantage in the non-payment of the national debt. 
It is for this reaſon that I imagine, the beſt way to ob- 
viate the bad conſequences of ſo ftrong an influence in 
parliament, would be, to appropriate the amount of all 
linking funds in ſuch a manner, as to put it out of a 
nation's power to miſapply them, and by this force 
them either to retrench their extraordinary expences, 
or to impoſe taxes for defrayipg them. | 
The ſecond period of George Ild's reign, was from 
the breaking out of the Spaniſh war in 2739, to the 


Peace 
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Book IV. peace of Aix-la-Chapelle in 1948. During theſe ten 
Par 4. years, (1748 being included) the extraordinary expence 
| was, upon an average, very near ſcven millions; and at 


the end of the year 1738, the public debts amounted 
to 46,651,767/. bearing 1,962,053. intereſt. 

The firſt expedient for borrowing money during 
the war, was to continue the duty on falt for ſeven 
years; and to mortgage it at once for 1, 200, ooo l. ac- 


cording to the old plan. To this was added, the ex- 


pedient of lotteries, and loans upon indeterminate an- 
nuities, according to the current value of money. 

An additional exciſe upon ſpirituous liquors, brought 
in wherewithal to compenſate theſe additional ſums of 
intereſt; and the Eaſt India company, for lending 
one million at 3 per cent. upon this occaſion, had their 
charter continued from 1966 to 1780. This opera- 
tion I alſo conſider as an anticipation ; and as it was 
to commence at the diſtance of 23 years from the 
time of the grant, could not fail of being very burthen- 
ſome to the nation, however convenient it might be 
at that particular time. 

Were the India company now, 1966, to purchaſe 
the renewal of their charter for 14 years, what a ſum 
might be expected from it ! Yet the value given for 
the grant they then obtained did not exceed 30,000 /. 


becauſe the other annuities of 3 per cent. were fold at 


that time for 97 J. or, in the language of the funds, at 


31. premium tor every 1007. ſubſcribed; and this ſo 


early in the war as 1943. 

The practice of borrowing upon premiums had 
taken place in Queen Anne's reign, and has of late 
years been very common. The credit of Great Bri- 
tain 4s firmly eſtabliſhed, that in whatever way go- 
vernment inclines to borrow, the money'd men are 
willing to lend, provided the loan be made at the 
then rate of intereſt. 

To avoid therefore the eſtabliſhment of funds at 
different rates in proportion to the fluctuations of mo- 
ney, the bargain is mage at one determinate intereſt. 
Suppoſe, for an example, 3 per cent. Then, according 
as it is found to riſe above that rate in the market, a 


premium is paid out of the money ſubſcribed ; as = 
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' this caſe 3 I. were paid out of the 100 J. ſub(cribed ; CO Ang 


that is, the {uvſcriber retained it, and obtained his 


31 annuity, for the payment of 99 J. lo this remained 


a 3 per cent. loan, initead of being, as it really was, 
at 3.2, per cent. and was fold and transferred as every 
other 3 per cent. without occaſioning any perplexity. 
As the war continued, intereſt role, from the demand 
for money, when the ſupplies became deficient, 

The year following, viz, 1744, this manifeſted it- 
ſelf, by the conditions offered by government, which 
were: That, of two millions to be borrowed. at 3 per 
cent. as before, upon the whole ſum, 1,500,000 /. 
ſhould be formed into perpetual annuities, and the re- 


maining 500,000 J. into a lottery, conſiſting of 50,000 


tickets, to be (old at 10 each. The original ſub- 
ſcribers to this loan ſubſcribed therefore 101. for the 


ticket, and 30 J. for the annuity, in all 40 J for which 
they were to receive 3 per cent. But the premium 


conliſted in this; that every ſubſcriber for 10 tickets, 
that is, 400 J. of the total fund, had an annuity for 
life given to him of 4 J. 10s. | 
I his made five thouſand annuities on lives, of 4 J. 
105, each, or 22,5001. a year to be added to the intereſt 
of 3 per cent. on the two millions, that is, to 60, o00 J. 
a year of perpetual annuities. . So that the Whole loan 
of two millions this year coſt government 82,5001. of 
intereſt, or 41 per cent. 22, 500 /.of which were to ex- 
anguiſh with the lives of the ſubicribers. 
Now, if we ſuppoſe theſe life- annuities worth 20 
years purchaſe *, this was tlie ſame thing as if govern- 
ment had given a deduction of go / out of the 4001. 
ſubſcribed; conſequently. the rcmainder, which was 
3:01, produced 121. This makes the rate of intereſt 


* This may ſeem a-high valuation, and is, iv ft, far beyond 
what any of thole annuities fold for; but as the intereſt of mo- 
ney cannot be eftimared, for a corſtancy, at more than 3 per 
cent. and ther probably the beſt lives were choien, the value © 
government cf tuch aunuitics may well be climate at 20 years 
purchate. _ Zy De Moiv:e's tables, 2nnuitic: for the wen fa- 


, vourable ages, inte eſt being at 3 per cent dre vsſded at 19.87 
years purchaſe; and his vainaf9os att gent ral uu ed not to 


bs too high N n 4 
Vol. III. N upon 


177 


— 9 -_ 
= 


178 


Book IV. upon the loan to have been 3.87 per cent. And as go- 
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PART 4. yernment inclined that the loan ſhould be made in 


that way, the lenders were willing that it ſhould be 
ſo; and the difference between 3.87 per cent. (the 
then rate of money) and 4 intereſt, which was paid 


by government, was a finking fund, as it were, for 


the gradual extinction of the capital of the lottery for 
500,0001. during the lives of the annuitants. 

In 1946, perpetual or indeterminate annuities were 
conſtituted at 4 per cent. and the premium upon the 
ten lottery tickets was raifed to 9 /. life- annuity. 

It would be unneceſſary to trace the various me- 
thods of contriving the premiums given in the ſuc- 
ceeding years of this war. The principle upon which 
they were regulated was always to proportion them to 
the rate of intereſt at the time; and the motive was, 
I ſuppoſe, that by this method of borrowing, a part 
at leaſt of the debt would become extinguiſhed with 
the lives of the ſubſcribers. There might perhaps be 
another, to wit, that by ſwelling the capital, for value 


not reccived, there was an appearance of borrowing 


at a lower rate of intereſt than what in reality was the 
caſe. Thus in 1947, when 6,300,000]. were bor- 
rowed, inſtead of giving not quite 44 per cent. for this 
ſum, they gave 4 per cent. upon 6,930,000 /. which 
capital, although money ſhould return to 3 per cent. was 
ſtill to ſtand at its full value; whereas, had 6, 300 oool. 
been borrowed at 44 per cent. there would have been a 
ſaving of 600, ooo J. upon the capital; and at the peace, 
the intereſtof 44 per cent. would equally have come 
down to 3 per cent. with the other funds. 


During this firſt war of Grorge the Second, the land- 


tax was conſtanily at 4s. in the pound; and new 
branches of cuſtoms, exci(-, or other inland duties, were 
created in proportion to che ſwelling of the national 


debts, which, n 31ſt of December 1948, amount- 
ed to 78, 293, 313 J. ſterling, bearing 3,005,325 l. in- 
tereſt; and the ſinking fund, or ſurplus of all per- 
manent taxes then impoſed, after paying the civil 
liſt, and the intereſt upon this capital, amounted to 


1,060,948 1. ſterling. During this war, the debts were 
| | increafed 
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increaſed above what they were at, the end of 1738, CH. 


by 31,631,546 J ſterling capital, and by 1,043,272. 


intereſt or annuities. 

The war was no ſooner over, and thenational expence 
diminiſhed, than money began to regorge in the hands 
of the monied intereſt : an infallible conſequence of ſuch 
a violent revolution, when extraneous circumitances, 
ſuch as occurred after the peace 1763, do not prevent it. 

To profit of this conjuncture, government, early in 
1749, propoſed that all the public creditors upon ca- 
pitals bearing 4 per cent. intereſt, redeemable by par- 
liament, and amounting to upwards of 57 millions, 
who ſhould accept of 3 per cent. from December 17 57, 
ſhould have their debts made irredeemable until that 
time; and in the interval ſhould continue to have 4 per 
cent. till Dec. 1750; and 33 per cent. from thence, un- 
til the total reduction to 3 per cent. in Dec. 1757. 

This bold undertaking had the defired effect. Many 
obſtacles were thrown in the way ; but the regorging 
capitals in the hands of many, made every one fear 
the reimburſement for himſelf; and the credit of 
France was then fo low, that very few choſe its funds 
as an outlet for their ſuperfluous money. 

But an outlet, unfortunately, was not wanting at 
the end of the laſt war in 1763, as we ſhall ſhew in 
its proper place. 

Here then is a notable inſtance of the effects of re- 
gorging money. A ſmall ſum, when compared with a 
nation's debt, operates upon the whole capital; as a 
{mall balance upon trade affects the whole maſs of re- 
ciprocal payments. | 

The reimburſement of 57 millions offered by go- 
vernment, in 1949, was, to the conviction of all the 
world, an impracticable ſcheme; but the ſtockholders 
ſeeing a large ſum ready to be ſubſcribed, at the in- 
tereſt offered, and feeling the effects which that re- 
gorging money muſt, in all events, have produced, 
willingly, and wiſely perhaps, conſented to the offer 
made them. Had they refuſed, ard had the ſcheme 
Propoſed become abortive thereby, perhaps the nation 
might have been fo far animated againſt the credi- 

N 2 tors, 
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Book IV. tors, from the diſappointment, as to have conſented to 
Pax r 4. be at the expence of defraying the ſervice of the fol- 
lowing years, without encroaching on the ſinking fund. 
What effect this would have produced upon the rate 
of intereſt, in that conjuncture, no man can tell, nor 
will the real conſequence of ſuch a meaſure ever be 
known, until the happy trial be made. That it would 
have brought intereſt below 3 per cent. in December 
1757, is, I think, evident: for as matters ſtood, had 
the creditors of 57 millions been able to hold out, I 
muſt do them the juſtice to believe, they would not 
have conſented to the propoſal made to them; and an 
addition of all the ſinking fund thrown among them 
annually, at a time they could not diſpoſe of what they 
had, upon better terms than thoſe offered them, would 
undoubtedly then, as at all times, operate a very great 
national relief, in bringing down the intereſt. 

During the tranquillity which continued from the 
peace of Aix-la-Chapelle, in 1748, to the commence- 
ment of hoſtilities in 1955, the money expended for 
extraordinary ſervices amounted on an average to above 
four millions per ann. The expence of government 
was then increaſed, by ſupporting the colomes, and by 
ſeveral great and uncommon outgoings at home, for 
purpoſes mentioned in the ſupplies of thoſe years. 

A little before the breaking out of the laſt war, that 
is to ſay, on the 5th of January 1955, the national 
funded debt was reduced to 72,289,074 /. upon which 
was paid an annuity of 2,6:4,500/. and the ſinking 
fund amounted to to 1,308,814 /*. At the end oft 763, 
the year of the peace, the funded debt amounted to 
30, 86,789 J. 10s. beſides above g millions not pro- 
vided for. So that at the end of laſt war the national 
debt exceeded 140 millions; beſides the value of the 
annuities granted in 1787, 1761, and 1962. Hence it 
appears, that the war occaſioned an augmentation of 
upwards of 58,297,1161. upon the funded national 
debt; beſides the difference between the unfunded 


® To this funded debt muſt be added the unfunded debt, which 
I do not know exactly; and the value of the annuities granted in 


1745, and 1746. 4b 
188 ebts 
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debts at the beginning and end of the war; and alſo wp APs 1 


the value of thoſe annuities “. 

1 ſhall, before I conclude this chapter, preſent a 
ſhort ſcheme of the ſtate of the nation at that time : 
but firſt let us take a view of the methods uſed to bor- 
row ſo large a ſum in the ſhort period of eight years. 


Until 1757, money was borrowed by government, 


at a little above 3 per cent. but then a loan of 5 mil- 
lions being neceſſary, government conſented to create 
annuities of 44 per cent. irredeemable for 24 years. 
By this expedient the monied people eluded the ope- 
ration of reducing the intereſt of this fund, upon the 
return of peace. How far this expedient was to be 
preferred to the former, of increaſing the capital be- 
yond the money paid; or whether it would not have 
been ſtill better to have paid for the money wanted, 
according to the current rate of intereſt in the market 
at the time, waiting until a peace might afford a fa- 
vourable opportunity of reducing it, I ſhall not take 
upon me to determine. | 

I have obſerved how raſh it is for any one to cen- 
ſure acts of adminiſtration, when the motives of a 
ſtateſman's conduct are unknown. This, however, I 
have ſometimes ventured to do, in ſpeaking of things 
which happened many years ago; but we ought to 
be more cautious as we come nearer to our own times, 
becauſe not having, as in this caſe, a courſe of experience 
to point out the errors, we muſt entirely rely upon 
our own ſagacity, and reaſon only from analogy. 

During the laſt war, as in that preceding it, taxes 
were increaſed in proportion to the intereſt of the mo- 
ney borrowed ; and new impoſitions were now laid on 
the articles of great conſumption, which produced 
abundantly. The new malt-duty of 3 d. per buſhel, 
and the new beer-duty of 8 5. per barrel, bring in net 
into the exchequer near 8.0,000 7. per ann. and diſ- 


* The annuities of 1757, are eſtimated, by the author of the 
Conſiderations on Trade and the Finances, at 472,500/. or 
at 14 years purchaſe ; and the annuities of 1761, 1762, at 
6,826,875./. or at 274 years purchaſe. But this valuation ſeems 
too low, for reaſons given in the note, p. 177. | 
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Boox IV. charge the intereſt of above 27 millions ſterl. at 3 per 
Pant + cent. Such a ſum raiſed at the end of a war fo very ex- 


penſive, and at the very time when the credit of France 
was totally fallen, muſt have operated in the ſtrongeſt 
manner, and did in fact operate more, perhaps, than 
any other conſideration to put an end to that war, the 
moſt glorious that Europe has beheld ſince the begin- 
ning of this century, or perhaps in any age whatever: 
advantageous to Great Britain, notwithſtanding all 
the expence, providing that the conſequences happen 
to correſpond to what may be reaſonably expected. 

I ſhall now ſet before my reader a ſhort ſtate of the 
taxes, debts, and public funds of Great Britain, at 
this bright period of her hiſtory. 

From the beſt authority I have been able to procure, 
the revenue of the ſtate, conſidered under the three 
general branches of cuſtoms, exciſe, and other inland 
duties, which comprehend the whole permanent in- 
come of this kingdom, was then as follows : 

Cuſtoms net into the exchequer, about L 2,000,000 

Exciſe in all its permanent branches, net 
about - - - - - - - - - - 4,600,000 

Other inland duties net - - - 1,000,000 


Land tax at 4s. in the pound - = 2,000,000 
Annual malt tax net - - - - = 613,000 
Inall.- - - - - 10, 213,000 


Let us next ſtate the annual charges and 


appropriations ſettled upon this fund. 


Firſt then the civil liſt, to 

the amount of - - - Zoo, ooo 
2do, The intereſt of about 

131 mil. of funded debts at dif- 

ferent rates of intereſt, about 4,500,000 
2tio, The intereſt of 9 mil- 

lions not then provided for, 


ſuppoſed to be at 4 per cent. 260,000 
In all of regular and permanent annual 

charge WO) OR 8 8 5,660,000 
So there remain free, about - - 4,553,000 


Carry over 4,55 3,000 
From 
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Brought over 4,553,000 Cue 


From which if we deduct the annu- 
al grants of land and malt-taxes, which 
extend together, as above, to 2, 61 3,000 

There will remain as the produce of 
the ſinking fund * = - « - 1,9400 

In that ſtate, nearly, ſtood the affairs of Great Bri- 

tain after the concluſion of the peace in 1763. 
It now only remains to offer fome conjectures why, 
after this period, money was not found to regorge, 
as after the peace of Aix-la Chapelle, ſo as to furniſn 
an opportunity of reducing the rate of intereſt up- 
on all redeemable debts, and by that of railing the 
amount of the ſinking fund, and more firmly eſta» 
bliſhing the national credit. 

After the fall of the credit of France towards the 
end of 1759, Great Britain had the command of all 
the money to be lent in Europe; and accordingly 
amazing ſums were borrowed in 1760, 1761, aud 1762. 
Of the ſums borrowed, a great part, no doubt, was 
the property of ſtrangers; but they, not being fo well 
acquainted with the affairs of this nation as the Eng- 
liſh themſelves, inſtead of ſubſcribing to the loans, 
lent the money to our own country people, who, in 
hopes of a great riſe upon the return of peace, filled 
the ſubſcriptions with borrowed money. 

The conſequence was, that no ſooner did the 
funds begin to riſe after the peace, than every credi- 
tor demanded his money of thoſe who had inveſted 
it in the public funds. This obliged the latter to bring 
their ſtock to market, and this again had naturally 


I find that the finking fund is now eſtimated at 2,100,000/, 
by the author of the Conſiderations on Trade, &c. above cited. 


| am allo informed that the net produce of the cuſtoms exceeds, 


2,000,000 J. confiderably : but 4,600,000 J. is rather the groſs 
than the net produce of the permanent duties of exciſe ; that is, 
of all the excife duties, excepting the annual malt- duty It muſt 
alſo be obſerved, that the annuities payable to the national cre- 
ditors, amounted, the 5th of January 1764, to more than 
4.720, 00 J. But on the other hand, the interelt of the unfund- 
ed 9 millions is rated too high, as appears from the author above 
quoted. I cannot pretend to give exact details, The general 


ſcetch here ſtated is ſufficient for my purpoſe. 
Na4. the 
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Book IV. the effect of keeping the funds very low. Some, 
Parr 4. more prudent than the reſt, had borrowed upon a 
long term of repayment ; which had the effect of put- 
ting off ſtill longer the ſettlement of the funds in the 
hands of the real proprietors, and of taking them out 
of thoſe who only held them nominally. 
Beſides this accidental cauſe of the low price of the 
funds, other circumſtances, no doubt, greatly contri- 
| buted to produce the ſame effect. | Ma 
Howe-er great the balance of trade, that is, of ex- 
portations above importations, may have been of late 
in favour of England, ſtill the mighty ſums drawn out 
by ſtrangers have certainly, upon the whole, prevent- 
ed much money from coming home on the general or 
grand balance of payments. While that remains the 
caſe, it is impoſſible money ſhould regorge at home in 
the hands of the natives, and until this happens, there 
is no hope of ſeeing the 3 per cents. above par. But 
then the riſe, ſmall as it is, ſince the peace, may en- 
courage us to hope that that time is not far off: for 
had the profits of our trade been quite unable to ba- 
lance the loſs upon our foreign debts, the funds would | 
undoubtedly ſtil] continue to fall, which is demonſtra- 
bly not the caſe from the circumſtances of the loan in 
April 1766, obtained by government, with the af- 
ſiſtance of a lottery indeed, at 3 per cent. 


ta tn ad ae wh trand tf ws a> hs 7 - a Ds as = _3_ þJJ<&- £ 
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The loan of 1766, was 1,500,000/. at 3 per cent. Every 
ſubſcriber for 100 had an annuity of 3 per cent. on 60 J. and | 
lottery tickets, valued to them b government at 10/. each, in al 
1004. The prizes and blarks in the lottery amount to 600,000 /. 
and bear 3 per cent. paid by government. The annuities amount 
to go, co and bear alſo 3 ger cent The number of tickets are 
60,000. Hence, at 10/. each, they amount to 600,000 / 

The advantage government reaps by this way of borrowing, is, 

that the defire of gaming, raiſes the lottery tickets above their va- 
lue, when thrown into the hands of the public ; and this advanced 
value being a profit to thoſe who receive them in part of their ſub- 
{ ription. that profit they ſhare with government Example. In 
Apnl 1766, when government borrowed 1,500,000. at 3 per cent. 
the 3 per cen's. were only at 89: conſequently, the difference be- 
tween 89 and ioo, which is 11 /. muſt have been ſuppoſed to be the 
ſum which the ſubſcribers, from the propenſity of people to game, 
had a reaſonable, or rather a certain expectation of gaining upon 
the ſale of 4 lottery tickets, that is, 2/. 187. upon every one. 

To know theicfore the real par of a lottery ticket, you muſt 


Here 
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Here then was an outlet provided for more money 


than all that could regorge at home, viz. the payment 
of thoſe foreign creditors, to whom the ſtock holders 


were indebted. Beſides this, the fale- by government, 


of ſuch tracts of land in the new acquired iſlands in 
the Weſt Indies, provided another; money was even 
placed in the funds of France ſoon after the peace, un- 
til the adventurers were checked by the operations of 
the King's council, in reducing both capitals and inter- 
elt upon them, contrary. to the original ſtipulations with 


Ae creditors. A lucky circumſtance for Great Britain, 


as it forces, in a manner, all the money of the continent 
into the Engliſh funds, which equally remain a debt 


upon the nation, whether high or low in the market. 


proceed thus: it coſts the ſubſcribers 10/. for which they re- 


ceive from government 3 per cent. This 10. as 3 per cents. ſtood 


at 89, is worth at that rate no more than 8/7. 18s. add to this 
ſum what the public mult pay for the liberty to play, which we 
have ſtated above at 2/. 15s. and you have the exact par of a 
lottery ticket at 11. 138. g 

Whatever they ſell at above 11. 13s. is profit to the ſubſerib - 
ers, whatever they fell below 111. 135. is a loſs to them. 

This profit, though ſmall in appearance, is greatly increaſed 
from another circumitance, viz. 

That the ſubſcribers may fell their ſubſcriptions at a time 
when they have really advanced but a ſmall part of it. The firſt 
payment is commonly of ig per cent, on their ſubſcription: when 
they ſell, they make this profit upon the whole capital. Sup- 
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poſe then 15 per cent. paid in: if the profit upon ſelling be no 


more than 1 per cent. upon the capital, that 1 per cent turns out 
no leſs that 63 per cent. upon the money they have advanced. 
Thus a perſon who is poſſeſſed of 15001 only, may ſubſcribe for 
10,000/. in this loan: he pays in his 1500/. and receives his ſub- 
ſcription; when he ſells he ſells 10,000/7. ſubſcription, upon 
which he gains 1 per cent. 1 per cent. of 10,0001. is 1001. ſo (in 
one month ſuppoie) he gains by this means 100/. for the uſe of 
1500/, But as a coniterbalance for this profit, he runs the riſk 
of the falling of the ſubſcription, which involves him 'in a pro- 
portional lofs if he ſells out; or in the inconvenience of advanc- 
ing more mor.ey than he had to employ in that way, in caſe he 
Mould prefer keeping bis ſubſcription for a longer time, in hopes 
of a riſe in the public funds. By this mode of borrowing, go- 
vernment profits by the diſpoſition of the people to game Hut 
his propenſity has its bounds, and at preſent it is found by ex- 
p*rience not to exceed 60,000 lottery tickets, or 600,000 /. 
"Vere, therefore, a fubicription of 3 millions taken in upon the 
ſeme plan with the preſent of 1,500,000/. the regorging num- 
ber of tickets wouli ſo glut the market, that the whole would 
{all below the par of their ſuppoſed value. 

| CHAP. 
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State of the public Credit in France, their Debts, Funds, 
and Appropriations, at the Peace in 1763. 


W ER E it as eaſy to get information of the po- 


litical ſtate of France as of Britain, one might 
attempt to give ſuch a ſketch of their affairs as we 
have now done of the other; but when we conſider 
the lame accounts given by French authors who have 
made reſearches of that kind their particular ſtudy, it 
would be inconſiderate in a ſtranger ever to undertake 
at aſk ſo difficult. 

In France, the finances are conſidered as a political 
arcanum, of great conſequence to the ſtate to conceal 
from vulgar eyes. It is not long ago, ſince the farm- 

ers of the greateſt part of the revenue uſed regularly 
to burn their books at the end of the year, to prevent 
the King's ſervants from knowing the ſtate of the 
eſſential part of his affairs. Cardinal de Fleuri abo- 
liſhed this cuſtom, and obliged them to lay every 
thing open to his eyes. 

I ſhall now endeavour to communicate, in as ſhort 


and diſtinct a manner as I can, an idea of the pre- 


ſent ſtate of the French revenue, of the taxes from 
which it proceeds; of the manner they are admini- 
ſtered; of the purpoſes to which they are appropriat- 
ed; and of the ſtare of the King's debts at the end 
of the laſt war. 
From this view we ſhall form a general notion of 
their public expences; of their public debts; and of 
what 1s moſt material, of the reſources of that king- 
dom in time to come. 

For this purpoſe, I ſhall divide the whole revenue 
of France, that is, all that is raiſed on the people, to 


es; and a 

I ſhall give a general detail of them in their order. 
The firſt branch is what 1s called the King's or- 

dinary revenue, This is compoſed of about twelve 


articles of permanent taxes, ſuppoſed to be Gy 
; or 


whatever purpoſe it may be applied, into five branch- 
ler having firſt explained the nature of each, 
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for defraying the whole expence of government, civil C 
and military, in time of peace. | 

The ſecond is compoſed of all the extraordinary im- 
poſitions which were laid upon the people, in conſe- 
quence of debts contracted in the former war, ended 
in 1748. 

The third, what was impoſed during the laſt war, 
for the ſervice of the ſtate, and ſor paying off the 
debts then contracted. | 

The debts of France, contracted in periods ante- 
rior to thoſe two wars, are charged on the ordinary 
revenue, as we ſhall preſently ſee. | 

The fourth branch conſiſts of two articles. The 
firſt comprehends certain perpetual taxes appropri- 
ated for certain ſtate expences, not charged upon the 
ordinary revenue. The ſecond, what is computed 
to be the expence of levying all the taxes, and alſo 
the profit of the farmers: or in other words, what 
the people pay more than the public receives from the 
hands of the tax gathereis. 

The fifth and laſt branch, comprehends the taxes 
paid to the court of Rome, to the clergy, and to the 
poor; with other duties rag to private perſons. 
Under one or other of theſe five branches, may be 
very properly arranged all the taxes paid by the 
French nation. 


Firſt general branch. 


The King's ordinary revenue, with the charges upon it for 
the year 1761. 


Articles of revenue. Fr. money. Sterling ditto. 
livres. ts 

1. Domain (the King's 

landed eſtate) - - —- 6,000,000 266,666 13 4 
2. Taille (the land-tax) $6,600,000 2,515,555 11 14 
3. Double capitation (the 

poll-tax) - - - - $53,200,000 2,364,444 8 105 
4. Ditto upon ſuch as 

havectvilemployments, | 

penſions, &c. = = 6,700,000 297,777 1 62 
5. 25, in the pound on all | 

civil employments. - 6,800,000 302,222 4 5 


— 


Carry over 129,300,000 5,745,966 13 34 
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Fr. money, Sterling n 
8. 


livres. I. . 

Brought over 129,300,000 $5,746,066 13 32 

6. The mint, or coinage - 2,400,000 106,666 13 4 
7. Decimes and capitation of | | 


the clergy - - 12,400,000 551,111 2 24 
8. Free gifts from the ſtates | 

of Burgundy, Provence, 

Lan dies and Brittany 10,000,000 444-444 8 104 
9. Paulette, or annual tax 


upon hereditary offices - 2,600,000 115,555 11 1x 
10. Tax on the Lutheran | | 
clergy of Alſace - - - 200,000 8,588 17 94 


11. Regale, or the ſovereign's 

right on ecclefiaſtical bene- 

fices = © 1,400,000 62, 222 4 53 
12. General farms - - - 112,500,000 5,000,000 — — 


Total of the ordinary reve- 
nue - - - = 270,800,000 12,035,555 11 *13 


Of this total the general farms 


amount to 112,500,000 
livres, that 1s, ' 5,000,000 
ſterling. 
And the other branches to 
158, 300,000 livres, that is, 
10359555 1 11s. 14 d. 
ſterling. s 
The farms were increaſed | 
anno i762 by = = + 11,500,000 511,11 2 24 


— — : — 


—{—_ 


Total ordinary revenue at | 
the end * war 282,300,000 12,546,666 13 4 


—— —ͥ ?D?e“¾) — — 


Articles of expence. 
Houſhold- of the King and 
royal family - - 
Ditto, their perſonal ex- 
pence = - - 


| 9,400,000 417,777 15 64 
| 4,600,000 204,444 8 104 


— x — 


Carry over 14,000,000 622,222 4 5 


* Theſe reductions of money to ſterling, are computed at 
the rate of 224 livres to the pound ſterling. Hence 250,800,000 
livres make 12,035, 558 1 1. and 1 fd. ſterling, or nearly 
14 d. as ſtated, though the amount of the partial ſums differs 


by 14. 
King's 
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Fr. money 

livres. 

Brought over 14,000,000 

King's ſtable and ſtud 2,500,000 

Hunting age = = 1,600,000 

Alms - 600,000 
Pay of the palace guards; 
( Ser de la porte) 

3.300, ooo 


King's buildings - = 6,600,000 


Total expence of hay 
e ee ; 28,600,000 


———_— 


Sterling ditto. 
| s. d. 
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622,222 4 5 — 


111111 2 24 
71,111 2427 
26,666 13 4 


1,271,111 2 2 


Pay of all the houſhold 


troops - - $8,000,000 
Pay of all the other troops 

of France - - - 48,000,000 
Fortifications = -= 6,000,000 


Artillery for land fervice 6,600,000 
Military gratifications, 
over and above the 


= '- - - - 10,000,000 
Pay of general officers 
commanding in pro- 
vinces and ſortreſſes 2,000,000 
Pay, &c. of the mare- 
chauſsce -< . 2,200,000 
Expence of priſoners of 
ſtate - 8 1,200,000 
Ordinary expence ol the 


navy - = - = 25,000,000 


— 
C —Y 


355,555 11 14 


2,133,333 6 8 
266,666 13 4 


293,333 6 8 
444,444 8 103 


88,888 17 94 
97,777 15 64 
53,333 6 8 


1,141,111 I 41 


Total regular military 
expence by land and F 109,000,000 
fey <= 


—  —— * 


Royal penſions - 9, 0co, oo 
The appointments of 
the King's miniſters _ 310,000 
Catry over 9, 319,000 


—_>____—_—__y_ 


4,844,444 8 10 


%\ , 


— _— — * 


> 13,777 15 62 


— —_— — — by 


413,777 15 62 


The 


5 


PF; Brought over 
The appointments of the 
firſt preſidents of all 
the parliaments in 
France, expence of 
criminal proſecutions, 
and many other ar- 
ticles of that ſort 
Appointments of the ve- 
nal employ ments, of 
the robe, treaſurers, 
receivers, comptrol- 
8 
Bridges, highways, 
dykes, &c = + 
For the royal academies 
To the King's library 
and archives of France 
Extraordinary and caſual 
expence upon the two 
laſt articles - = 
Forlighting and cleaning 
the city of Paris - 
Appointments of the ſe- 
cretary of the cabinet 
council, for couricrs, 
and other expence 
Ditto of minitters at fo- 
reign courts - = 


Total ſum of this branch 


Intereſt at 24 per cent. up- 
on 990,005,000 liv. 
or 44,000,000). ſterl. 
of the late King's 
debts, conſtituted aftar 
the bankruptcy 1720 

Intereſt at 24, upon 94 
mil. due to the com- 
pany of the Indies, 
upon their old ac» 
compts 1720 = = 


Carry over 
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Fr. money. Sterling ditto, 
livres. J. 3 
9,310,000 413,777 15 62 
22, 00, ; 977,777 15 61 
10,000,000 444,444 8 104 
4,000,000 177,777 15 64 
1,400,000 62,222 4 53 
1,800,000 80,000 — — 
400,000 17,777 15 64 
840,000 37,333 6 8 
1,400,000 62,222 4 $F 
1,800,000 80,000 — — 
$2,950,000 2,353,333 6 8 
24,750,000 1,100,000 — — 
2,350,000 104,444 8 104 
27,100,000 1,204,444 8 104 


Farther 


D 


Fa 


At 


8 a: tba — a—_— RR” ? =, — 
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Fr. money. Sterling ditto: 


livres. ] s. d. 


Brought over 27,100,000 1,204,444 81044 


Farther allowed to the 

company, for pay- 

ing their dividends 2, 400,000 106,666 13 4 
Annuities on lives con- 

ſtituted during the laſt 

war - - - - - 16,000,000 7er 2 


—— Xa 


Total intereſt of debts 45,500,000 2,022,222 4 5 


K—— 
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Cnay. 


This article of 16 millions of annuities on lives is the only - 


charge caſt upon the King's ordinary revenue, in con- 
ſequence of the laſt war. 


Fr. money. Sterling ditto. 
Recapitulation of the 
expences ä 
Expence of the court 28,600,000 1,271,111 2 25% 
Fixed military ditto, by 
ſea and land - - 109,000,000 4,344,444 8 103 
Juſtice, penſions, &c. 52,950,000 2,353,333 6 8 
Intereſt of debts = - 45,500,000 2,022,222 4 54 


livres. l. &- 4 


te 


Total expence -. - 235,050,000 10,491,1 11 2 24 
Total ordinary revenue 
at the end of the war 282,300,000 12,546,666 13 4 


— — —ů w_ —  — 


The firſt deducted 
from the latter, | 46,250,000 2,055,555 It 14 
Remain free | 


2 


2 


Beſides the articles of expence here ſtated, there are 
many others, to which no limit can be ſet. The 
comptant, or the King's private orders for ſecret ſer- 
vice, and many different expences, form a great ar- 


tilie, Subliaes allo to foreign courts: in ſhort, much 


more, in all human probability, is ſpent, than all the 

produce of this permanent revenue can anſwer. 80 

that from this no relief from debts can be expected, 

except ſo far as it may be augmented by the falling % 
| o 
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Boox IV. of the annuities on lives. But public debts are to be 


Paar 4. paid only by funds appropriated for that purpoſe : 
| pa y oy pprop PUTPO 


and were this revenue to be relieved of the whole 45 

millions of intereſt charged upon it, I have little 

doubt but the King's expence would augment in pro- 
rtion. | | 


I ſhall delay making any obſervation upon the na- 
ture of the impoſitions Which produce this revenue, 


until we come to the ſubject of taxes, to which it na- 
turally belongs. "2330 46- 

Beſides this ordinary revenue of the Kings of France, 
which (if we except 26,600,000 livres, or 1,182, 222ʃ. 
45. 52d, upon the capitation, added on account of 
the war only for a time) may be conſidered as their 
civil liſt; there are other branches of revenue, which 


are to be looked on as extraordinary ſupplies, im- 
poſed for railing money in time of wat, and for pay- 
ing off the debts contracted upon the return of peace. 
Of this nature are dixiemes and vingtiemes; taxes 
very contrary to the ſpirit of the French nation, and 
to which they never have ſubmitted without the great» 
eſt reluQtance, and only on very urgent occaſions. 

The credit of France fell very low towards the end 
of the former war, which began in 1744, and ended in 


1748. Theparliament regiſtered with great unwilling- 
neſs every edict impoſing new burthens. The diæxieme 
was a great augmentation of revenue, for the time it 
laſted ; but being an impoſition which the kings of 
France never have been able to make perpetual, it 
could not be pledged for ſuch large ſums as are re- 
quired in time of war, and which no nation, how- 
ever wealthy, can furniſh annually, as they are de- 
manded. | 


To ſupply, therefore, the want of a fund to be mort - 


gaged, and conſequently the want of public credit, 


the King's banker M. de Monmartel, with other men 


in buſineſs, joined their credit, and ſupplied the King's 


extraordinary occaſions. They opened a fort of bank 


anno 1745, where they received money at + per cent. 


per month, the principal payable on demand. 2 
und 


2 mc + — War ccc 


— 


in the pound. upon all 


6 POLITE OHCONoM Y. 


as ſoon as demanded. 

Upon ſettling accounts after be pd ng 1748, 
the King was found indebted to this bank for a vaſt 
ſum of money. In order to pay it, lotteries were ſet 
on foot. The Hates ctr given to the bankers, and 
they by the ſale of them withdrew their own papers 
which was Erculatin with very good credit on t 
exchange of Paris“ Wer to Fra a fund 
this lottery, the King had intereſt with the parliament 
to get a;twentieth penny eſtabliſhed, or one ſhilling 
e revenues of private 
in. France, except the clergy, and ſome ho tos. 
The ſame was charged upon the induſtry of all 
porations of trades and merchants; and to theſe was 
added a capitation upon the Jews. _ . 

This was thrown into what they call the caiſſe 
d amortiſſement, or ſinking fund; and appropriated. tor 
paying off the lotteries, and ſome of the- antient debts 
which were to be drawn for this purpoſe, by lot and 
for other extraordinary expences incurred in conſe- 
quence of the war. This tax was to ſubſiſt, I believe, 
till 1767. It was this caife e damortiſſement which was 
ſut up in 1959, by which ſtep a 2 blow. was 
given to French credit. | 

- Beſides this firſt twentieth penny, there were e five 
other taxes impoſed, and appropriated during a de- 
terminate number of years, not exceeding fifteen” in 


ſome, twelve in others, for paying off the debts con- 


trated in the war ended 1948, apd f for ſome extraore 
dinary expences of 14 4757 133 
Theſe ſhall be ſpecified in the following general 
view of this branch of the French revenue. 
F cas 30 4 70A 


ö Sr 4.1 
Vor. III. | 6 Second 


I 106 
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fund gained credit; F being regularly N 


. 


* 


Second general 1 
Extraordinary taxes eſtabliſhed after tha peace of Aixl 
1 1 with We er 


4 money. | King bw. k 


4 
The fr 29th penny on 
all income wal” en s 64 
Ditto upon tradeſmen c 
and merchants incor- : 
corporate We 289,939: 795 ok 
Ditto upon the Jou - 1,400,000. 62,222) 4 5 4 


— —— n 4 
Total of the 20th * | 1 bays Ar 
ny, which formed a 1 4 
ſinking fund ſhut up 31, $00,000 r, 408, 888 18 93 
in 1759 = » | EB. 
The farm of the poſts | 4 5 


and rela- of France 6,090,000 = i " 4 

Two ſhillings in the . 

pound of the capit- | 6 
tian added to t J. 165.339 s 8 

TS farm of ſlampeadue : . 

ies on R 5 7 - 


duties on tanners 2,960, 131, 11 
Thefarm of duties A 95 > a8. 0 
unpou der and 1 | 
tre = = >, 2,988,000 £32,800 — — 
Toe hibings in the QB DOB > E246 
pound of. the 20th b 8. 
penny added, +» up 149088 17 98 
Total of this ſecond | T 
branch of N $2,338,000 2,326,133 6 8 
taxes 
A | a 
ppropriations of this 
fund, as follow: 
1. For paying, during 10 * 
- Years, a part of the ec 
millions, of livres, Pl 
of old Annuities, ju 
charged above on the th 


We. 


55 


1 
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livres. 
King's ordinary reve- , r 
nue, and bearing an 92 4 
intereſt of 24 per cent. An I | 
-- the yearly ſum of = $5,000,000 222,222 4 54 
2. To the India Com- | | 
pany, in diſcharge of 
debt due to them: for | 
12 years 2,000,008 $8,388 17 93 
3. For paying the prizes 
of the bankers lotte- 


ries every year as they 


aredrawn: fort2years 4,800,000 168,888 17 94 


4. Towards making good 


tencies upon the 

funds appopriated for 

the war, yearly, till 

paid — — — — 

5. Ditto upon the funds 

appropriated to the 

new Ecole militaire 1,200,000 53,333 6 8 
6. For payment of per- 
ual annuities creat- 

ed during laſt war 14,500,000 644, 444 8 104 


18,700,000 831,111 2 24 


7. For making good de- 


ficiencies upon the ar- 
tillery and magazines 

during the war 1744: 

for 12 years, the an- 

nual (um of 1,800,000 $0,000 =» — 
8, Ditto upon the article 

of foreign affairs + 8,690,000 386,222 4 5 


Total appropriation - $5,690,000 2,475.11 1 2 21 


This branch of revenue appears, by this ſtate, to 
be totally appropriated to certain purpoſes. 

Were appropriations adhered to in France, and 
could one be certain that debts are actually diſcharg- 
ed, at the period appointed, in conſequence of the ap- 
propriation for that purpoſe, we might form a better 
judgment of the actual amount of the debts of France, 
than in fact any man can do who is not in the admi- 
niſtration. | 

O 2 of 


1 
% 


Fr. money. Sorin cite: C na 7. 


* — 1 
. 
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Boox IV. Of this ſecond branch of taxes I conſider the twen- 

\ PART 4 tieth penny, the two ſhillings in the pound augmen- 

ation upon it, and a like augmentation upon the 
double capitation; amounting in all to above 40 mil- 
lions a year, as a reſource which-France may have at | 
all times, in caſes of neceſſity; although I do not ſup- 
poſe it will be poſſible to eftabliſh them as a fixed re- 
venue. They will probably, however, as matters ſtand, 
be continued, either in whole or in part, until the 
great load of debts, recently contracted, ſhall be con- 
ſiderably diminiſhed. 

As for the remaining ſum, ariſing from the poſts, 
leather, and faltpetre, theſe I conſider as perpetual 
becauſe by their nature they are not burdenſome to 
the people. 

We are not to underſtand that the annual ſum of 
five millions of livres, appropriated for paying off the 
capital of 990 millions of the old annuities, bearing — 
per cent. {tated in art. iſt, was intended to be appli 
to theſe capitals, at the rate they ſtand. In France 
it is ſuppoſed that he who gets twenty years pur- 
chaſe of the intereſt of his debt, is always fairly paid 
off; and people there are ſo fond of reimburſements, 
even at this rate of making them, that when, abaut 
the year 1755, a like ſcheme of paying off thoſe old 
annuities was ſuggeſted, it was upon condition that 
every one having, for inſtance, an annuity of 100 
livres, ſhould, in order to be intitled to this reim- 
burſement, pay to the King 20 years purchaſe of it, 
or 2000 livres ready money; and that being complied 
with, his contract was to be put into the lottery 
wheel, with all the reſt ſubſcribed for, and if it hap- | 
pened to be drawn, he was to receive 4000 livres; 
to wit, the 2000 he had 85 down, and the other 2000 
as the value of a capital of 4000 livres, at 24 per cent. 


This every body muſt allow procures a wonderful 
facility in paying off debts. If the Engliſh creditors 
could be engaged to enter into the ſpirit of ſuch re- 
imburſements, government, I am perſuaded, would 
not apply fo cloſely as they do, to reduce the intereſt 


upon them; whereby a great diſtreſs comes upon 
5 poor 
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or widows and orphans, w who have their all ſd Cn 


in the funds. This inconvenience is avoided in Hrance: 


the poor are cheriſned by the comfort of: h gh in- 
tereſt; the ſtate is ſet free; and the creditors re- 
Joice in getting back their money, in any wap what- 
ever, 

The war of 1756 breaking out, obliged ae King 
to think of every expedient to increaſe his income. 
Had he ſet out by borrowing upon annuities for lives, 
at 10 per cent. and by mortgaging his ordinary reve- 
nue for the pay ment of them, his credit would have 
been more ſolid, and the plan of running in debt more 
ſyſtematical: but in the end, it would have involved 
him in the terrible dilemma of either making a bank- 


ruptcy, in order to re inſtate himſelf in the poſſeſ- 


hon of his ordinary revenue, or of making him de- 
pend more than he inelined upon his parliament; 
whoſe authority is abſolutely neceſſary for laying a 
perpetual and regular impoſition, which alone can 
torm a ſolid baſis of national credit. 

He was therefore reſolved, in one way or other, to | 
increaſe the impoſitions on the people in the time of 
war, in order to avoid the conſequences he foreſaw 
from the loſs of his fixed revenue. 

The King's miniſters at this time could: not con- 
vince the parliament of Paris, that in order to borrow 
money upon the beſt terms, it was neccllary to have A 
ſure fund for paying the intereſt of it. 

It had been uſual to borrow money, on preſſin 8 oc- 
caſions, from the farmers of the revenue, hankers, 
and financiers, as they are called, at 75 and even 10 
per cent. They underſtanding the chain of the af- 
fiirs of France, uſed to obtain credit both abroad and 
at home, from people who wou'd not lend directly 
to the King ; although they knew at the time of the 
loan that the money was borrowed for his uſe. The 
reaſon was, that the King was under an abſolute ne- 
celſity to keep faith with this ſet of men, upon whom 
the credit of France has depended for many ages: 
and as the profits they uſed to make were very great, 

O 3 miniſters 


bps 
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Book IV. miniſters knew, by a ſort of inſtinct, when they had 
PART 4. gained enough; and in clearing their accounts in the 


uſual way, a ſufficiency was left to them, to repa 

what they had borrowed from others. 
Perhaps the parliament thought, and perhaps with 
reaſon, that in the main it was cheaper to borrow in 
this way, at 10 per cent. than in the Engliſh way, at 
3 per cent. becauſe. of the great facility in paying off 
the 'debts which attended it; but this is only a con- 
jecture. That there was however a contraſt of ſenti- 
ments between the parliament, and miniſter of the 


finances at that time, who had contracted Engliſh 


ideas of credit, is moſt undoubted; and it was this 
contraſt which brought on the bankruptcy in 1759, 
when the ſinking fund was ſhut up againſt the cre- 
ditors by an act of power. To judge of the ſenti- 
ments of both parties with candour, let us then exa- 
mine the plan of borrowing propoſed by the one, and 
by the other. | 

The miniſter, M. de Silhouette, propoſed to the 
King, to levy, as a folid fund of credit to borrow 
upon, a general ſubvention, as it was called, over all 


France; or in other words, to make the repartition 


of a Jarge annual payment, over all the cities, towns, 
villages, and ſuburbs in France, 

This was to be divided according to the ſuppoſed 
wealth and quantity of circulation every where. Ever 
diſtrict was ordered to report to the King's council 
their opinion concerning the particular mode of railing 
their 1 rt of it, in the beſt way relative 
to their ſituation. This report the council was to exa- 
mine, and to approve or amend the propoſal given in, 
according to information. 5 

This was perhaps the beſt plan of taxation, if pro- 
perly executed, that ever has been thought of, for a 
nation already under a regular adminiſtration of 
vernment, and accuſtomed to pay conſiderable im- 
poſitions. 

It removes the inconvenience attending all general 
taxes, which never fail to affect unequally different 

| places 
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* and diſtrits. It admits of a prudent miature N 
to 


eſſions, 
the internal circumſtances of every place. It 2 


of exciſes, with taxes upon Poll; 


them to towns, where alone all exciſes at leaſt can be 
levied with propriety. It lightens the oppreſſion of 
tax· gatherers; becauſe the corporation may employ 
whom they will for that purpoſe. In a word, it is a 
tax adminiſtered with all the advantages of a farm. 
This tax, the general ſubvention, after it been im- 
poled by edict, regiſtered in a Bed of juſtice Septem- 
ber 1959, fell to the ground, from the nature of 
the French conſtitution 4 becauſe it could not be le- 
vied without a ſyſtematic adminiſtration, ſupported 
by the authority of the courts of law, 'to which the 
parliament would not give their concurrence, for 4 


plain reaſon. 

. general ſabvention being very exrenſivs, and 
. fot a fund of credit to borrow upon, was, 
by its nature, of a ſpecies proper to become à per- 
petual tax, as all exciſes are. The partiament of Pa- 
ris ſeemed to think it agreeable to the conſtitution. 
which they are ſworn to maintain, to preſerve at all 
times a power over the King's purſe, in order to pre- 
vent an extravagant miniſter from impoveriſning the 
King and the Kingdom at once, or running them 
into the inextricable eonfuſion of an * an 
ruptcy. - 

This circumſpection of the parliarnent Was epd 
ſented in another light at edurt ; and odious parallels 
were drawn between what had happened in England 
about the middle of the laſt century, and what ſoon 
might be expected in France. 

ſuch topics every one judges as he is affected 
The miniſter was railed at by the parliament- party, 
in the moſt virulent manner. Who was in the right, 
and who was in the wrong, upon the general queſ- 
tion, of the propriety of raiſing ſo large an impoſi- 
tion, to ſerve 'ns a fund of credit, under a govern- 
ment he that of France, I ſhall not here ename. 
But that a ſolid fund 1 be provided, 
4 
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Roox IV. or other, proportional to the actual deficiency of the 
PACT — annual ſupplies, and to what could not be raiſed with- 


4 


in the year, for the uſes of the war, was, I think, en- 


tirely agreeable to principles. 


This the miniſter had propoſed in the ſubvention, 
though perhaps the plan was too great; and the par- 
liament, when they. rejected the propoſal, ſenſible that 
the exigencies of the ſtate demanded a ſupply of mo- 
ney, propoſed in their turn; as an equivalent for the 
general ſubvention, to coin for 600 millions of notes, 
which were to have the ſanction of parliament for: their 
fund of payment : but no proviſion was made for the 
ready circulation of them iu the interim. 

Here then is an example where the ſentiments of 
ha French nation were divided upon the principles 
of public credit. And this affords a good opportu- 
nity of reconci ling them, and of confirming the doc- 
trine we have been endeavouring to eſtabliſn. 

The miniſter felt the diſadvantage of the King's 
borrowing upon a lame ſecurity; he therefore pro- 
poſed a ſolid and permanent fund of credit for per- 
forming the obligations to be contracted with the 
creditors. 

The parliament, on the other hand, 3 the 
ſituation of the people, Who, they thought, were no 
longer in a capacity to pay the taxes already impoſed ; 
and therefore concluded, that it was unneceſſary to 
eſtabliſh any new one. They therefore propoſed to 
augment circulation, by providing a means whereby 
ahenations might be Carried on, and by that they ex- 
pected to render the taxes a impoſed more pro- 


dudtive. 
Both parties were in the right, as commonly is the 


caſe i in ſuch diſputes; but they did not perceive how 


their opinions could be reconciled. 

. Had circulation been facilitated by the eſtabliſh- 

ment of a bank upon true principles, perhaps the taxes 

already impoſed, might have produced a: ſufficient 

fund for carrying on the war, without the a” 

" the general ſubvention, 1 
ut 


4 3 
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But the manner propoſed by the parliament to in- 
creaſe circulation, by paying with paper money, 
not providing a fund for realizing it when it came to 
ſtagnate, was an expedient entirely deluſive. The 
paper would ſoon have fallen to a great diſcount: the 
remembrance of the Miſſiſippi would probably have 
been revived, which would have occaſioned the locking 
up of the coin; and the kingdom might have been 
involved in the greateſt diſtreſs and bankruptcy. 

The miniſter ſhould therefore have concurred with 
the parliament in a ſcheme for eſtabliſhing a bank : the 
King might ſafely have entruſted the adminiſtration of 
it to parliament, and even have ſupplied coin from 
the royal treaſury for circulating the paper. But the 
miniſter, I ſuppoſe, took it for granted, that taxes would 
he paid; providing they were impoſed; and the par- 
Hament, that the paper would circulate, providing it 
was iſſued. Racy | 

The reaſonings I have aſcribed to each party in 
this diſpute, are not founded upon information : they 
are only natural conjectures which I form from the 
oppoſition of-ſentiments between men who were all, 
I ſuppoſe, well acquainted with the fituation of 
France, and who reſpectively took part according to 
combinations which-occurred to them, _ 

The remonſtrances of the parliament at that time 
were filled with an enumeration of diſtreſſes, all of 
which are the neceſſary effects of a ſcanty circulation, 
In the King's edits there is ſtrong reaſoning upon the 
principles of public credit, The candour I feel in my 
breaſt, while I examine the merits of this important 
diſpute, will, I hope, ſerve as an apology for all miſ- 
takes in point of exact information, 

The reſult upon the whole was what might have 
been eapected. The ſubvention was dropped, and the 


propolal of the paper was rejected by the King. 


The middle term adopted by the parties, ſhewed 
however, I think, that in the main the miniſter had 
been in the tight; becauſe the taxes were increaſed 
and paid: had the paper been iſſued, the ſucceſs, I am 

| | perſuaded, 
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ö would not have been favourable in propor- 
en. 


Zut inſtead of a anent ſubvention, a tax of the 
moſt odious nature was eſtabliſhed, which, from this 
very circumſtance, there was little danger of ſeeing 
continued. ** 
In the preceding year, a ſecond twentieth penny up- 
on s had been impoſed, to which had been 
added 2 ſhillings in the pound of the tax itſelf; a 
new poll-tax upon certain claſſes of the people in 
proportion to the number of their ſervants; an addi- 
tidnal duty upon the ſtamps upon filver and gold plate; 
higher duties on foreign manufactures imported; and 
ad per cent. on all former duties on conſumption. 
The ſecond twentieth was to continue until two years 
after the peace; the other duties for eight years 


r. | 
Notwithſtanding this heavy load already laid upon 
ptoperty, the parliament, rather than conſent to the 
fabveation, agreed to impoſe a third twentieth penny 
updn poſſeſſions; and to render this tax more pro- 
ductive, additional poll-taxes upon placemen, &c. 
were comprehended in that edit. Thus ended the 
diſpute: the miniſter was diſmiſſed, and the edit 
for the general ſubvention was withdrawn. 

Beſides the ſecond and third twentieth penny, ſe- 
veral augmentations of revenue were obtained during 
the laſt war, which I ſhall preſently mention, two of 
which, for their peculiarity, I ſhall briefly explain. 

The clergy of France, ſtrongly preſſed by the King, 
ſupported by his parliaments, to give in a declara- 
tion of their income, in order to be taxed at ſo many 


ſhillings in the pound, like other ſubjects, after many 


evaſions, at laſt ſucceeded in diſappointing the ſcheme 
They offered an extraordinaty free gift equivalent to 
the two twentieths, to be paid annually until 1765, 
and this was accepted. 

The ordinary free gift of the clergy is at the rare of 
a/million and à half of livres a year, this they dou- 
bled and paid at the rate of three millions a year 

whi 


* 


* 
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which we may confider as two ſhillings in the pound Cav. 


of all the clergy poſſeſs in France, which makes their 
te venue to be about thirty millions a year, and 
lieve it does not far exceed it. 0 h 
The other branch of revenue is ſormethinganalogous 
to a circumſtance in the hiſtory of Engliſh taxes: it 


was called an extraordinary free gift to be paid by 


every corporation in France. Charles I. had a very 
exact valuation put upon all England, when he pro- 
poſed to levy ſhip- money. This was found ſo correct 
that it ſerved for a baſis to regulare the diſtribution 
of the ſum of 100,000 J. a year paid to Charles II. for 
his courts of wards and liveries “. 

In like manner the King of France had a very ac- 
curate eſtimate made of all France, when he formed 
his edict for a general ſubvention, which had pretty 
much the fate of the ſhip-money. And though the 
parliament refuſed their conſent to the great ſubven- 
tion, they agreed to eſtabliſh the epitome of it in Au- 
guſt 1739; which ſee in the note T7. 


* Davenant's Ways and Means, Article of Monthly AſﬀetF 
ments. 
1 This free gift was impoſed upon all cities, towns, boroughs, 
villages, and burbs, in France. And thofe lying within the 
joriſdiction of every Intendant were joined in one ſum, leaving 
the repartition of them to thoſe magiſtrates, as the cuſtom is. 

For the generality of Amiens 153300 

For the generality of Orleans 356 O 

For the generality of Paris - 1,578,000 

For the generality of Chalons 200, 900 

For the generality of Poitiers 265,200 


For the generality of Soiſſons 65,700 
For the generality of Tours - 34+434 
For the generality of Rochelle - 731, 800 


For the generality of Bourges - 105,60 
For the generality of Moulin 9g1,776 
For the generality of Riom k 165,628 
For the generality of Lyons - 397,454 
For the generality of Artois - 150,000 


Sterling. 


dum total - 3,090,785 (164,034 18 8 
The duties impoſed by this arret are to be levied upon all 
claſſes of the people, nobility, commons, clergy, even nuns and 
monks ; no exception is made except in favour of hoſpitals for 
their on eon umption only. | 


This 


I'be- © * 
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Boox IV. This tax, ſmall as it is, may be of infinite conſe- 


PatT 4- quence in times to come. The great difficulty of raiſ- 


. ing taxes is in the beginning; and if the levying of 


this trifle in every city, town, village, and ſuburb, 
in France, be carefully conducted, with a view to 
ſubſequent augmentations, and if it be properly di- 
tributed upon every branch of conſumption and 
revenue, nothing will be ſo eaſy to the King as, 
by his own private authority, to enforce a gradual 
augmentation of it, and perhaps in time to abſorb 
in it, the whole, or at leaſt the greateſt part of the 
revenue of his kingdom, | 

Beſides the two twentieths, nd the free gift of the 
cities, ſeveral other taxes of leſs moment were either 
impoſed, renewed, or continued for a longer term, 
and then ſold for raiſing money for the ſervice of 
the year, viz. | 4 | 

1mo, Five years of the free gift of the clergy of 
France, amounting to 15 millions, were paid down 
at once by that body. $7 

249, That of the clergy of Alſace, paid in the ſame 
way, for the ſame term, produced 3 millions. 

3tio, A duty on firewood, &c. in the city of Paris, 
valued at 3,400,000 a year, ſold for 7 years, for 10 
millions. 

4to, Another duty upon the conſumption of eggs, 
butter, &c. valued at 2,400,000, ſold for 15 years 
for above 30 millions. 

5to, A like ſum got from the farmers general, for 
allowing them to raiſe the price of their tobacco 10 


per cent. for 10 years. The annual amount of this I 


do not know. 
6to. And in the laſt place, the third twentieth pen- 


ny, which produced 36, 270, oo a year, was fold for 
the two years for which it was impoſed, for 60 millions. 
Thus, of all the impoſitions raiſed during the laſt 
war, the ſecond twentieth, and an epitome of the 
ſubvention raiſed in all cities, towns, - villages, and 
ſuburbs, in France, remain unalienated. | 
Ia order to throw all the light I poſſibly can upon 


the preſent ſtate of that nation, I ſhall next briefly re- 
| capitulate 


a—_  —___—_ Mc ES: 


iS hed 0 
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| a; 
capitulate the extent of the annual ſupplies raiſed for Caar, 


the ſervice of. the different years of the war, from — 


1756 to 1762 incluſive; in which I ſhall point out, 
as well asI can, how this third branch of revenue was 
appropriated. 

t is in this manner only I can communicate to the 
reader what I can gueſs concerning the preſent ſtate 
of that nation. Could we know, as with us, the 
amount of taxes, and outſtanding debts. at every pe- 
riod, that detal would be unneceſlary., - - 

The extraordinary grants of 17 86, amounted to 
121 millions, 5,377,777 J. _— | 

In October 1755, the farms of almoſt all the taxes 
were renewed, Upon ſuch occaſions, it is uſual for 
the farmers to advance ſums in proportion to the 
extent of their farms, for ſecurity of the leaſe ; for 
which adyances the King, at that time, allowed them 
an intereſt out of their yearly farm-rent of 5: per cent. 
and the ſums advanced were 2 for the 
ſervice of the year 1756, Here foſlow the ſums, ad- 
vanced cord the ſeveral farms. 


Fr. money. Sterling ditto. 
yres. . 
1. Upon the general 

farms, after repaying 

what had been advan- 

ced upon the former 


leaſe, nett into the 


royal treaſure = = 40,000,000 1,757,777 15 64 
2. Upon the farm of the 
poſts of France - 3,000,000 133,333 6 8 


3. Upon the farm of the 

ſtamps upon leather 1,000,000 44,444 8 10% 
4 Upon the farm of ths | 

aulefle = =» +» 000,000 8 1 
. the farm of du- * Nl * 

ties on gun powder 

and falt-petre =» 1,000,000 44,444 8 104 
6. The farm of the mar- 

ket of Poiſſi was ſold 

lor ſeven years, for 15,000,000 666,666 13 4 


—_ — — — — 


Carry over - 61,000,000 2,711,111 2 2 
This 
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This ſum was the price 


* 


of the total alienation 


of the duties collected 


in that market for the 


whole time; which 
duties ſhould be mark- 


ed as a branch of re- 


venue; but as the an- 


nual amount of them 


cannot be aſcertained, 


it is here thrown bs | 


as an extraordinary 
e K 8 


ing from e of 


a tax 


6 4 #9887 


7: Beſides thoſe caſual 
ſupplies from the new 


farms, there was levi- - 


ed this year, for the 


ſale of five years reve- 


nue of the free gift of 
the clergy of France, 
to 1761 excluſive = 
8. And for that of Alſace 
9. Raiſed by a lottery, 
for which the annual 
ſum of 3,800,000 was 
ſet apart for 11 years 
10. And for the ſale of 
the duties upon fire- 
wood, &c. in Paris, 
for 7 years = = 


Total extraordinary 
ſupplies for 1756 


The ſupplies for 1757, 
amounted to 136 mil. 


£ 6,044,444 {ter]. 


1. Two lotteries, for 
which were appropri- 


ated, for the firſt 
3,800,000 duripg 12 


I 


livres. 


5000 


3, 000, ooo 


p Ster ling ditto. 
1 1 


6, o00, 000 2,711,111 2 2 


. 
by 2 as * 


666,666 13 4 
133,333 6 8 


32,000,000 1,422,222 4 54 


10,000,000 "4443444 8 10+ 


121,000,000 $93774117 15 54 


years; 


| 
C 
t 
2 
t 
J 
) 
f 


* 
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. years; and for the ſe- 
cond 4,000,000 dure 


ing 11 years. Theſe 
ſums were annually 
to be drawn, and paid 
every year; for which 
were paid ta the King, 


for the ficſt, 36 milſis 


ons; for the ſecagd, 
* millions; tagether 
2. The ordinary revenue 
was charged with ſix 
millions of life annui- 
ties, at 10 per cent. 
ſold for - - - 


The ſupplies for 1758, 
amounted to 135 mil, 
6. ooo, ooo ſterl. 


Fr. money. Sterling ditto. 
„ 4 


heres, . 


70.000, oo 3,377,777 15 65 


60,000,000 2,666,668 13 4 


136,000,000 6,044-444 9 104 


— 


I, The fixſt was a loan of 


40 mil. upon a per- 
petual annuity of 5 
per cent. propoſed to be 
paid off by way of lot- 
tery, at the rate of 
er — 

2. The King obhged 
thoſe who have here- 
ditary offices propot- 
tionally to purchaſe 
additional ſalaries, to 
the extent of 1 mil. a 
year, at the rate of 20 
years purchaſe, or for- 
feit what they had 

3. The additional 10 per 


O 1,727,107 15 6þ 


20,000,000 898,888 17 9g; 


cent, upon the price of 


tobacco, was ſold this 
year ta the farmers, 
oer % =» - V 


Carry over = 


| 39,999,000 1,333,333 6 8 


90,000,000 3,999,999 19 114 
4. The 


an 


| 


— 


— 


p . 
— ID ANCE 


— Se. — 


—— ũ — — — 


— rs 


— — 


o — 
- 
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Brought over - 


4. The ordinary revenue 


was charged with 
3,600,000 livres,life- 
annuities, upon two 
lives, at 8 per cent. 
fold for the ſum of 


«# * - N 


The ſupplies for 1759, 


amounted to upwards 

of 194 millions, 

+ 8,652,923 ſterl. 
'The farſt ſupply for 


jen year was the epi- 


tome of the general 
ſubvention, called an 
extraordinary free- 
gift from all the cities, 
towns, burgs, villages, 
and ſuburbs in France 


. 3,600,000 livres of 


perpetual annuities, 
borrowed upon the ge- 
neral farms at 5 per 
cent. until reimburſe- 


ment, ſold for - 


Theſe are called the 
contracts upon 
the farms; each 
one thouſand li- 
vres capital. 


3- The free gift of the 


clergy, for five years 
from 1761 incluſive, 
fold at once for 


4: The ſecond twentieth 


penny produced for 


this year = = = 


Carry over ' - 


* — 


Fr. money. Sterling ditto. 
ere, &. 3.0 


90,000,000 3:99:99 * 116 


* 


45, ooo, ooo 2,000,000 = — — 


135,900,906 99.959 19 1 


* 
A 6” 
- 


3,690,786 164,034 18 8 


oF e e e 1 — 


16, oo, ooo 711,111 2 22 


35,000,000 135552555 11 e. 


126,690,785 5,630,701" 11 114 
5. Sold 


— - 8 


2. 
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Brought over. 126,690, 786 5,630,701 11141 


5. Sold to the magiſtrates 
and heads ot colleges in 

ſome towns in Flan- 

ders, ſome branches of 

their ewn taxes, for 8,000,000 3554355 11 1+ 
6, The ordinary revenue h 

was charged with 3 

millions of annuitics, 

called fontines, ſold tor 60,900,000 2,666,666 13 4 


194,690,786 8. 52,923 16 5 


—— — — — — — rn, CO 


The ſupplies for 1760, a- 
mounted toabove251 
millions, 11,186, 430ʃ. 
ſterting.- — - 

I. 'The Paris duties a- 


- bove mentioned ſold | 
for 15 years = = 30,28 3,900 1,345,951 2 24 


2. The zd ſhilling in the 


pound fold for two 

years, fer 72, 340, 00 3,215,111 2 2+ 
3. The 2d ſhilling pro- 

duced this year = 35,000,000 1,555,555 It 14 
4 Raiſed by perpetual 

annuities, at 3 per cent. 

ſecured on the King's : 

ordinaſy revenue“ 60,000,000 2,666,666 13 4 


— 


Carry over 197,623,900 8,783,284 8 101 
5. The 


* When the bad conſequences of ſhutting up the ſinking fund 
were diſcovered, the King opened ſubſcriptions, ſuch as were 
the /ontines of the laſt year, this of 60 millions, and one the next 
year of 30 millions ; in which the diſcredited paper was received, 
in part payment of the ſum. This I ſuppoſe is the reaſon why 
the ſupplies of 4759 and 1760 appear ſo high, and alſo why mo- 
ney appears to have been borrowed at ſo low a rate as 53 per cent. 


upon tortines, and 3 per cent. on "_ Ach of this year 3 2 = 


Vor. III. 


* 
m—_ 


_ 


* R - 
—” come — I23- 
l — 


8 — 
— 
ä—— — 


* 
- — 
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Boox IV. | Fr, money. Sterling ditto. 
PART 4. livres. I. 8 
eng Brought over 197, 623, 900 8,783,284 8 105 


5. The tree gift of the 
cities, & c- 3,090,787 164,034 19 6% 
6. By a lottery at 5 per | 
cent, where the diſcre- 
dited paper: (the pay- 
ment of which was 
ſtopt, when the ſinking 
fund was ſhut up in 
1759) was taken in 
payment for one half, 
was raiſed — *” $0,000,000 2,222,222 4 5+ 
4, Borrowed from the 
officers of the town- 
« | houſe of Paris, at 5 
per cent. ſecured on 
the ordinary revenue 380, ooo 16,888 17 84 


251,694,687 11,186,430 10 7+ 


The ſupplies for 1767, 
exceeded 120 milli- 
ons, / $5,364,034 
ſterling. 
1. Charged upon the or- 
dinary revenue, 200, 
ooo livres a year upon 
lives and other annui- 
ties, at 10 per cent. in 
favour of the order of 
the Holy Ghoſt, ſold 
for - - - = =» 2,000,000 88,888 17 9g4 
2. Borrowed on the du- 
ties upon leather, at 3 | 
for eau. _ {= 7 39,000,000 1,3333 33 6 8 
Theſe were the an- 
nuities which 
. were ordered to 


m—Tc. — — — 
Carry over 32,000,000 1,422,222 4 54 


. the intereſt of that part only which was paid in ſpecie is ſtated; 
not the intereſt upon the diſcredited paper ſubſcribed, which was 
paid out of the firſt twentieth. 1 


FF Ae ß f FT 0 


* 


3. Charged on the ordi - 


4. Beſides theſe ſums, 
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Brought over 
be reimburſed 
after the peace 
of 1763, at 20 
years purchaſe ; 
and which, I ſup- 
pole, had been 
ſubſcribed for, 
partly, in diſcre- 
dited paper. 


nary revenue, 4 mil- 
lions a year, tor annu- 


ities at 8 per cent. up- 


on two lives, ſold for 


there was the amount 
of the 2d twentieth, 
and the ſmall ſubven- 
tion, or free gift, which 
continued to be appli- 
ed to the current ſer- 
vice, as they had not 
been ſold off; inde 


Total 


The ſupplies for 1762, 


I, 


exceeded 159 millions, 


{ 1,076,943 fterl. 


The farms which had 
been lett in 1755, 
came to be again re- 
newed this year ; from 
which aroſe a ſum tor 


the ſecurity of them, 


of GS 30 


Carry over - 


Fr. money, Sterling ditto. Car. 
livres. l. „ 
32,000,000 1,422,222 4 54 moe 


$0,000,000 2,222,222 4 33 


82,000,000 3,644,444 8 104 


(38,690,787 1719,90 10 8 


* — 


120 690, 78) 5,364,034 19 T 


* 
— — — — — 


83.200, 00 3,697,777 15 64 


— — 


83,200,000 3225374117 4330 
1 2. There 
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Boox IV. | Fr. money. Sterling ditto. 
Paar 4. livres. l, „ 6. 
= - * Brought over 83,200,000 3.697 777 15 62 
2. There was no borrow- 
ing this laſt year of the 


war. The ſecond 
twentieth, which ne- 
ver had been ſold; the 
third twentieth, which 
this year became free, 
as it was impoſed a- 
new for two years 
more; and the little 
free gift by all the 
towns of France; 
made together an ad- 


ditional lum of — = 76,030,787 | 3,379,146 i of 


— — 


159,230,787 7,076,923 17 44 


Recapitulation of the Expence of the ſeven years of 
the war. * 


Fr. money. Sterling ditto. 
livres. J. 

For 1756 — 121, ooo, ooo 5,377,778 

For 1957. - - - - 136,000,000 6,044,444 

For 1958 - - - + 135,000,000 6, ooo, ooo 

For 1959 - - - - 194,690,786 8,652,924 

For 1760 - - - =- 251,694,687 11,186,431 


For 19761 — 120, 690, 787 5,304,034 
For 19762 - - - - 159,230,789 1,076,924 


Total - USPTO 49.702,35 


Having gathered together, from the beſt informati- 
on I can, the amount of all the extraordinary ſupplies 
raiſed in France, for the ſervice of the laſt war, let us 
ſuppoſe, that at the peace, no part of any capitals 


The Sterling money, in this recapitulation, is reduced to the 


borrowed | 


neareſt integer, negleQing fractions of a pound, 


1 
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borrowed had been paid off, according to the plan Car. 


laid down for that purpoſe at the time of contracting. 


Let us ſuppoſe, I ſay, that all the lottery funds and 


life-annuities, as well as thoſe annuities which were in- 
tended to be paid off by way of lottery, ſtood at-their 


full extent, without diminution, at the peace, and 


then calculate what ſum of debt ſhould have remained 
upon France in conſequence of the war, 

As for the ſums raiſed, either upon renewing the 
farms of the revenue, the amount of new taxes impoſ- 
ed, or ſuch branches of them as were ſold at once for 
a ſum of money, they remain no debt upon the King; 
and are therefore to be conſidered (as they really were) 
extraordinary reſources drawn from the people, with- 
out any recourſe to credit or borrowing. 


Fr. money. Sterling ditto, 
livres. . © 
Theſe ſums collected 
from the above ſup- 
plies, and laid toge- | | 
ther, amount to 520,926,948 23,152,308 16 — 


— — — en: a, ” 


Let us then ſtate the 
whole of the ſupplies 
as above - 1,118,307,047 49,702,535 — '— 

And from thence deduct 
the extraordinary re- 
ſources drawn from 
the people, as above, 
to wit - - 520,926,947 23,152,308 16 — 


— 
— 


There will remain a 
capital of borrow: | 597,380,100 26,551,226 4 — 


ed money = + 


— toc. a FEI *x £3 © r = 


Of this the life-annuities 
(charged upon the or- 
dinary revenue) form | 
a capital of - - -, 217,009,000 9,544,444 8 103 
The lotteries form a ca- 
pital of = - - 108, ooo, ooo 4,800,000 — — 


— 


Carry over = 325,000,000 14, 444, 444 8 103 
EN And 


*% 1 K22 ˙ 2 —— - = 


214 
Book TV. 
PART 4. 


AnINQUIRY ro Tye PRINCIPLES 


Fr. money. Sterling ditto. 
s © 4: YRvaed. * I. "HE. 
Brought over - 325,000,000 14,444,444 8 104 


And the perpetual 
annuities, a Ca- 
pital of - 272, 380, 100 12,105,781 15 64 


In all, as above 597,380,100 26,550,226 4 5 


„— EY 


Let us next ſee the amount of annual payments 
far diſcharging either the capital or the intereſt, 


Fr, money, Sterling ditto. 
livres. EE 
For the life-annuities 
until extinguiſhed, 
paid out of the or- 
dinary revenue = 16,200,000 720, 000 — — 
Todiſcharge the lot- 
tery fund, in 12 
years at moſt - 11,600,000 515,555 11 13 
Suppoſe the perpe- | 
tual annuities all | 
at 5 per cent. inde 13,519,000 605,288 17. gz 


— CEC 


Annual ſum of in- 
tereſt = - - 41,419,000 1,840,844 8 10z 


Let me now draw up a ſtate of the taxes raiſed for 
defraying the expences of this war. In that I ſhall 
only comprehend ſuch articles as exiſted at the peace, 
unſold: as for the other, we may conſider them only 
as expedients for raiſing money for the current ſervice ; 
but which, in time to come, may ſerve to augment 
the revenue. | . 


Third 
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Third general branch. ; 
Fr. money. Sterling ditto. 
* livres. I. 8. 


t. The 2d twentieth, 
never alienated - - 35,000,000 1,555,555 11 14 
2. The 3d twentieth, im- i £ 
poſed for the years 
1762 and 1763, not 
alienated - - 
3. The free gift of the 
cities, towns, &c. ne- ; 
ver alienated - = 3,090,786 164,034 18 8 


30,000,000 1,333,333 6 8 


68,690,787 3,052,923 16 54 


Let me now proceed to the fourth general branch 
of taxes, or of money raiſed upon the people of 
France: 1mo, To the profit of the farmers: 2do, To- 
wards defraying the expence of collecting the three 
foregoing branches of revenue, which amount to 
about 403 millions: And tio, To pay what is appro- 
priated to certain purpoſes within the country, here 
to be ſpecified. 8 | 


Fourth general branch. 


Fr. money. Sterling ditto. 
livres, J. 8. d. 
i Firſt then, the net 
profits of all the far- 
mers of the revenue 
are calculated to a- 
mount to about = 17,240,000 766,222 4 54 
2. The expence of levy- 
ing all the revenue is 
calculated to amount 
to about 10 per cent. 
of the wholez inde 40,300,000 1,791,111 A 24 
3. There is a revenue 
appropriated for keep- 
ing up the water- 
works at all the royal | 
palaces = = = = 1,200,000 $53,333 6 8 
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Carry over $8,740,000 2,610,666 13 34 


4 And 


216 ANINQUIRY mro . PRINCIPLES 


Book: IV. 


Fr. money. Sterling ditto, 
livres. I. s. d. 
Brought over - $8, 740,000 2,610,666 13 34 
And to the invalide, St. by 
Cir, and the hotel mi- | 
\ litaire = = - = © 7,300,000 324,444 8 105 
There are taxes impoſ- 
ed for clothing the 
militia, to the amount 
of = - — 3, Soo, ooo 168,888 17 9x 
All the towns in France 
have particular branch- 
es of taxes appropriat- 
ed to themſelves, for 
pavement, buildings, 
and for maintaining 
the police; which a- | 
mount tio - © 15,000,000 666,666 13 4 
And the duties levied in | 
the courts of law for 
Tentence money, emo- 
luments to the judges 
Piece, ard expence 
of regiſtrations, the | 
vaſt ſum of - + 27,000,000 1, 200, — — 


111,840,000 4,970,666 13 33 

Formerly, all the officers of the courts of juſtice had 
ſalaries paid out of the King's revenue. Theſe were 
inſenſibly diminiſhed in every reign, and thoſe court- 
fees were augmented in order ta fill up the void; from 
which the greateſt oppreſſion enſues. 

I to the ſum in this laſt article we add 22 millions 
above ſtated as a charge upon the ordinary revenue 
for ſalaries to firſt preſidents, &c. and other expences 
of the law, we ſhall find that the article of juſtice 
alone coſts near 50 millions of livres, a year, to the 
1 The greateſt part of this ſum ſhould be con- 
idered as the intereſt of money borrowed by the 
Kings of France, the capitals whereof are ſtill out- 
ſtanding; and if the capitals were paid off, a great aug- 
mentation of income would ariſe from it. But the bad 
| footing 
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1. What is paid ſor bulls, 


1. The King's ordinary 
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footing upon which their credit ſtands, renders even Cnav., 


this burden expedient on ſome occaſions ; becauſe 
the King can oblige all thoſe who have ſuch hereditary 
offices, to lend money upon an augmentation of theic 
ſalaries. 

To conclude this enormous catalogue of taxes paid 
by the kingdom of France, we muſt not omit the 


laſt branch, which comprehends the heads following: 


Fr. money, Sterling ditto, 
Fires. E 


diſpenſations, bap- 

tiſms and burials, to 

the pope, biſhops, and 

inferior clergy, very | 

near. - - - - - 10,000,000 444,444 68 104 
2. For the ſupport of 

haſpitals, a ſort of | 

poors rates - 11,500,000 S232; 020-::.0. 2% 
3. To branches of im- 

ofitions, of various 

Finds, belonging to 

private people, peers 

of France, governors 

of provinces, and of- 

ficers of all the royal 

juriſdictions within the 5 

kingdom - 20, ooo, ooo 838,888 17 94 


41,500,000 1,844,444 8 104 


* — 


General recapitulation of all the money raiſed in France by 
public authority, for whatever purpoſe employed. 


Fr, money. Sterling ditto. 
livres. J. s. d. 


re venue as it ſtood at 

the peace 1762 - 282, 300, 00 12,546,666 13 4 
2 Theextraordinary re- 

venue raiſed at the 


peace 1748 - - $52,338,000 2,326,133 6 8 


Carry over = 334, 638, oo 14,872,800 «0 
: 3. The 
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- Book IV, Fr. money. Sterling ditto. 
Paar 4. livres. 1 8. d. 
— _— Brought over 334,638,000 14,872,800 o © 
3- The extraordinary 

revenue raiſed on ac- 

count of laſt war, 

and for the payment 

of debts then con- 

tracted, not ſold at | 
the peace = - - 68,690,787 43,052,923 17 4 
4. The expence of raiſ- 

ing the taxes, and 6 

emoluments of the 

farmers, with other 

branches perpetually 

appropriated for de- 

fraying regular ex- 7 

ences - = = I11,840,000 0,6 
5. . paid to the 55 2 1 1 5 l 

church, poor, and 


private perſons = 41,500,000 1,844,444 8 104 
Sum total raiſed annu- £ 5 CO Drs DIAG f 
ally in France 556,665,788 24,749,834 19 643 ; 
Charges, or appropria- fy 1 
tions of it. 
1. Charges upon the | p 
ordinary revenue per 
Iſt above - 236,050,000 10,491,111 2 2 
2. Ditto upon the ſe- TUE eo PO 5 P 
cond general branch ſl 
per ditto = = $5,690,000 2,475,111 2 23 P 
3- Ditto upon the third . 
general branch for t! 
lotteries and perpe- 0 
petual annuities con- 1 


ſtituted during the 

war: the liſe- annui- 

ties being already | 

charged in article 1ſt 25, 219,000 1,120,8 8 10 
4. Ditto upon the 4th ; OT INE : 
general branch to- 


tally exhauſted inde 111,840,000 4,970,666 1 3 4 


. 
* 
** 
ä — — — 


Carry over 428,799,900 19,057,733 6. 8 a 
C 5. Charges 2 
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Fr. money. Sterling ditto: 
livres. | 8. d. 
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Brought over 428,799,000 19,057,733 6 8g — 


5. Charges upon the 5th | 

general branch ditto 41,500,000 1,844,444 8 10 
There remains (unap- - 

propriated) for all ex- 

traordinary expences 

of ſtate, which com- 

pleats the lum total 

of what is raiſed in 

France 86,369,787 3,838,657 , Bowen 


— — — — — 


556,668,787 24.7 40,834 19 6 


In this light does the ſtate of the French affairs ap- 

ar, from the ſketch I have been able to give of it. 

Had the ſum of 86 millions, remaining as unap- 
propriated at the peace, been any way ſufficient for 


paying off claims which have not appeared upon the 


ſtate we have given, and for all extraordinary ex- 
pences, the credit of France would not have been ſo 
low as it then was, and ſtill continues to be. | 

The expence of a kingdom muſt conſtantly exceed 
the amount of all regular and permanent income. 

At the end of a war what great ſums of debts un- 
provided for are conſtantly found! Taxes alſo, when 
ſtretched "as they were, and impoſed in fo great a 
proportion upon poſſeſſions, in reſpe& of what was 
raiſed upon conſumption, muſt always diminiſh in 
their produce; but the expence and charges never 
fall ſhort. This is more eſpecially the caſe in a coun- 
try where paper credit is not eſtabliſhed. 

The conſtant complaints for want of money to 
cairy on circulation in the time of war, is a proof of 
it. When peace returns, and money is kept at home, 
then all taxes are readily paid in France, and half the 


burden of them is not felt, although they are more 
productive than before. 


As I ſaid in ſetting out, I do not pretend that the 
account I have given of this dark affair, is in any de- 
gree ſo correct as to ſatisfy a French miniſter ; but it 

is 
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Boox IV. is a rough ſketch, which contains the general ſtate of 
PART 4. their affairs; and if it be worth any man's while, who is 


better informed, he may correct it, and thereby bring 
on a farther inquiry into the true ſtate of the queſtion. 

What intereſt a nation, which is not in an actual 
ſtate of bankruptcy, can have in concealing its af- 
fairs, I cannot find out. How much more then is it 
not the intereſt of a mighty kingdom, which poſſeſſes 
ſuch amazing reſources, to expoſe its ſituation in a fair 
light to the world, to which it muſt, upon all occa- 
ſions, have recourſe for aſſiſtance in point of credit? 

Of the many branches which compoſe this great 
national revenue of above 550 millions, there are ſe- 
veral articles which muſt of neceſlity be cut off, ſo 
ſoon as the debts are brought into a regular form. 
The double poll- tax is moſt oppreſſive on the poorer 
ſort, and therefore was impoſed only for a time: the 
three twentieths, as they are levied, are no leſs ſo 
upon the higher claſſes of the people. 


Theſe four articles amount, however, to 116 mil- 


lions. If we deduct this from the revenue, as we have 
ſtated the account of it, it will not only exhauſt the 
balance of 86 millions, but it will create a deficiency, 
upon the whole, of 30 millions, which can only be 
compenſated by diſcharging a correſponding part of 
the burden of debts, while thoſe branches do ſubſiſt. 
But then the ſame reſources are open upon every 
new emergency ; and as they have now begun to be 
collected, they will be more eaſily paid at another time. 
Beſides, what an acquiſition will be made to the re- 
venue by the extinction of 16 millions of life annuities, 


and by the expiration of ſo many anticipations of 


taxes for terms of years! 

On the other hand, it is not to be ſuppoſed that 
the King will continue to demand of the clergy, above 
1,500,000 livres a year, or one ſhilling in the pound 
upon their benefices. That body is becoming daily 
more and more indebted, by the practice introduced 
of late, of making payment of their free gifts to the 
King, by borrowing the money, inſtead of paying 
every one's proportion out of his benefice, This in 

time 
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b 
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time may oblige them to accept of penſions for their C Mer. 


benefices, and to make over their revenue in tithes 
to the King : they will, at leaſt, in one way or other, 
become entirely at his mercy, and at that of their 
own creditors. 

Before I conclude, I muſt ſay a word concerning 
the method of levying the taxes in France. 

The moſt general diſtribution I can make of this, 
is to reduce it under four principal heads. 

The firſt comprehends the general receptes; to wit, 
the taille, or land-tax, the capitation, or poll-rax, and 
all the twentieths. Theſe are adminiſtered by the 


intendants of the provinces, who both make the di- 


{tribution of them upon the ſubjects, and who levy 
them by officers under their direction; and for the 
expence of levying, is ſuperadded to the taxes, 10 
per cent. upon the whole. When they are collected, 
they are paid in to the receivers general at Paris, who 
deliver them 1n, and account for them to the royal 
treaſury. 

The ſecond comprehends all the taxes which are 
farmed. The farmers are veſted with the King's au- 
thority for raiſing the daties let to them, according 
to certain regulations; and as. they are obliged to 
keep open books, the expence of management is 
known, and at every new leaſe a reaſonable profit is 


allowed to them over and above. 


The third branch comprehends all free gifts of de- 
terminate ſums of money, impoſed according to cer- 
tain regulations preſcribed to thoſe bodies politic who 
pay them; into which may be comprehended all 
_ upon the clergy ; becauſe they levy them them- 

elves. | 

The fourth comprehends retentions which the King 
makes out of the ſalaries he pays. This needs no 
explanation. | 

What farther obſervations may be made on this 
head will find a place when we ſpeak of taxes. 
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CHAP. VI. 


. 


of Great Britain and France. 


I N comparing the ſtate of credit in the two nations, 
I muſt firſt obſerve, that it is not ſo eſſential to 
compare the extent of the revenue of both countries, as 
the reſources they have for obtaining extraordinary ſup- 
plies in caſe of need, 1 

Whatever be the permanent revenue of a ſtate, we 
may be very certain that the exigencies of it will be in 
proportion; and whenever any extraordinary expence 


is to be incurred, it muſt be provided for by extra- 


ordinary means. | 
In examining the ſtate of Great Britain and France, 
we have found this obſervation verified, If the ex- 


pence of the year do no more than abſorb the reve- 
nue of it, and if the ſinking funds appropriated for 


payivg off incumbrances be properly applied, the 
ſtate has no reaſon to complain, | 

This diſtribution evidently points out how neceſ- 
ſary it is not to confound thoſe branches of revenue 
which are appropriated to ſtate expences, with thoſe 


which ought to be ſet apart for the payment of debts 


and intereſt. This however I apprehend is too much 
neglected in both kingdoms. 
If times of tranquillity be not made uſe of, to diſ- 


engage thoſe funds which neceſſity had opened, it 


cannot be denied, that future exigencies muſt then 
ſeek for a ſupply, from reſources as yet undiſcovered. 
. The nation, therefore, which has certain branches 
of revenue lying dormant in time of peace, has the 
advantage In point of reſources. | 
In this reſpect the advantage hitherto has lain on 
the ſide of France; ſhe has bad her dixiemes, ving- 
tremes. and double poll-tax, which have never been 
impoſed except in caſes of neceſſity. 


But on the other hand, Great Britain has a noble 


and opulent branch of permanent taxes, which 2 
e 
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poſes her ſinking fund. Were this employed in times ca | 


of peace, as it ought to be, it would prove in time of 
_ - _— ready fund of credit than any France can 
OT, | + 


| Thoſe extraordinary reſources of France cannot be 


| mortgaged. | They are ſupplies for the current ſer- 


vice; but they are no fund of credit. Whereas 
the ſinking fund of Great Britain is always ready in 
the mean time to ſupply urgent demands. While 
this ſubſiſts, there is no danger of being obliged to 


break faith with all the public creditors, upon a de- 


mand for a million and a half ſterling, as was the 
caſe with France in 1759. The one reſembles a credit 
in bank; and the other the rents of a great eſtate. 
The ſinking fund affords time to raiſe new ſupplies, 
in proportion to the debts contracted ; and if theſe, 
when new, and raiſed in time of war, prove ſufficient 
to anſwer the intereſt of the loan, they will probably 
do more as they continue to be levied, and upon the 
return of peace. 1 4 | 

One very remarkable difference between the ſtate 
of credit in the two nations is, that in Britain the ob- 
ject of attention is the rate of intereſt; in France it is 
the ſpeedy repayment of the capital. The great care 
of a Britiſh miniſter is to ſupport the price of the 
funds: the meaning of which is, to keep the intereſt 
of money low. Did not the price of the funds regu- 
late the rate of money, the ſtate would be nowiſe 
concerned in the price of them. 

Now the credit of Great Britain is fo firmly eſta- 
bliſhed, that ſhe may command money at all times, 
providing ſhe will give the intereſt required, 

The caſe is totally different in France. Her cre- 
dit is not well eſtabliſhed ; that terrible Miſſiſippi- 
monument, of near a thouſand millions, ſtanding. 
fixed upon the ordinary revenue to this day at 2+ per 
cent. firſt reduced from the moſt exorbitant intereſt, 
by ſucceſlive acts of power, after the late King's 
death, and afterwards from a moderate intereſt to 24 
per cent. in the year 1720, is reaſon ſufficient to deter 

21 monied 
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In borrowing upon life-annuities at 10 | page and 
upon lotteries at nearly the ſame rate, for 11 or 12 
years, France obtains credit for large ſums. She alſo 
borrows with tolerable ſucceſs at 5 per cent. when 
there is a lottery-clauſe put in, which ſtipulates a large 
ſum to be annually paid for extinguiſhing the capital. 
The reaſon is, ſhe is more punctual to ſuch engage- 
ments: they remain conſtantly under the eye of the 


public: the ſtock-holders conſider their money as 


conſtantly coming in; and any interruption in the 
payment gives a general alarm. But when funds are 
ſettled at perpetual intereſt, people loſe ſight of the 
capital altogether, The contracts by which they are 
commonly conſtituted, are not fo eaſiſy transferred 
as other funds: in a word, it is not the taſte of the 
French nation to lend their money in that way, and 
far leſs the taſte of ſtrangers; and the reaſon is, that 
as matters have hitherto been conducted, it has by no 
means been their intereſt. | 

Before the commencement of the late war, no ſe- 
curity in France was looked upon as better than the 
actions of the company of the Indies. This was a 
fund of perpetual intereſt. They brought in to pur- 
chaſers little more than 4 per cent. and every body 
wiſhed to have them. Every action bore a dividend: 


of eighty livres a year; and the action itſelf fold from 
_ Eighteen to nineteen hundred livres. The war had. 


not laſted four years, when the dividends were re- 
duced to one halt, and the capital fell to about ſeven 
hundred. | 

In ſhort, all perpetual funds in France, whether 
upon government or company ſecurity, are very pre- 
carious; and while this is the caſe, we may decide 
that the credit they are built on is precarious alſo. 
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CHAP. VIII. 


Contingent Conſequences of the Extenſion of Credit, and 


Increaſe of Debts. 


dit to the ſtate of facts in Great Britain and 


ance, ſuch as I have been able to collect, I muſt 
obſerve, that all ſhort ſketches. of this kind are in- 
tended only to ſatisfy a general curioſity which man- 
kind has, to know a little of every thing. Although 
they may appear ſuperficial and incorrect, to perſons 
thoroughly inſtructed in thoſe matters, they till are 
for our purpoſe; which is only to take them as 
ſomething approaching nearer to truth than bare ſup- 
poſitions can do; and they, ſufficiently anſwer the 
purpoſe of illuſtrating the ſubject we are upon. 

I now proceed to inquire what may be the con- 
ſequence of this mighty change produced upon the 
policy of induſtrious and trading ſtates, from the 
eſtabliſhment of credit, debts, and taxes. .. __ - 

I have, from the very beginning of this inquiry, 
occaſionally taken notice of the influence that ſuch a 
change muſt make upon the ſpirit and manners of a 
people. The lower claſſes, who are flow in forming 
combinations, do not ſoon comprehend the neceſſary 
conſequences of ſuch revolutions. Even miniſters 
have been often at a loſs to judge of the conſequences 
which might follow upon ſome ſteps of their own 
conduct relative thereto, although taken upon mature 
deliberation. 

When public credit is employed for raiſing money 
upon a plan of refunding the capital, either by uni- 
form annual payments exceeding the intereſt, or by 
funds eſtabliſhed for ſinking the capital, no contin- 
gent conſequences can happen, providing the plan be 
executed: the debts contracted will be paid, and 
matters will return to their former ſtate. | 

Vor. III. Q When 


H AVING applied the principles of public cre- Cx. vim. 
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Boox IV. When public credit is employed for raiſing money 
PAkT 4- upon payment of a perpetual intereſt ; or if, what- 


ever be the plan laid down, capitals ſhould not happen 
to be diſcharged, and that the debts ſhould ſwell 
continually ; in this caſe, the contingent conſequences 
are many and various, far exceeding any man's ſa- 
gacity to inveſtigate. 

If we judge of them from what paſt experience 


' teaches us, we may conclude, that, in one way or 


other, all debts cogtrafted will in time diſappear, 


either by being paid, or by being aboliſhed : becauſe 


it is got to be expected that poſterity will groan un- 
der ſuch a load any longer than it is convenient; 
and becauſe in fact we fee no very old public debts as 


yet outſtanding, where intereſt has been regularly 


aid. 

1 This is a very rational concluſion from paſt ex- 
perience ; but it is only relative to the circumſtances 
of paſt times. While the debtors are the maſters, 
there is no difficulty of getting clear of debts : bur if 
the conſequence of this new ſyſtem ſhould be to make 
the creditors the maſters, I ſuppoſe the caſe might be 
different. Farther, 

In former times public debts were contracted between 
the ſtare and its own ſubjes ; but at preſent we ſee 
that in ſuch loans, foreigners, even enemies, are 1n- 
vited to concur : and the better to engage them to it, 
a total immunity is promiſed from all taxes upon the 
intereſt to be paid by the borrowers. 

This circumſtance has already drawn the attention 
of Princes, in the diſcuſſion of their reciprocal con- 
cerns. We ſaw how, in the treaty. of Dreſden, 
which took place alter the King of Prufſia's invaſion 
of Saxony in 1745, it was provided by the 6th article, 
that all debts due by the bank of the Steuer to that 
Prince's ſubjects, were to be paid, on preſentation of 


their contracts, 
' Wee have not indeed as yet ſeen wars carried on 


for the payment of debts; but the caſe may happen, 
and kingdoms may be carried off upon ſuch preten- 
ſions, as well as private property. What a —_— 
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of contingent conſequences ariſes from this ſingle com- Ca av. 


bination, were this a proper place to introduce them ! 


But without going to the ſuppoſition of Princes or 


nations becoming reciprocally engaged in debts, and 
thereby involving ſuch mighty intereſts in the ſupport 


of public faith, we may eaſily conceive, that a monied 


intereſt, of a long ſtanding, may have influence enough 
to ee change upon the ſpirit and manners of a 
e. 

= me here take the example of Great Britain. Do 
we not ſee how the ſpirit of that nation is totally bent 
upon the ſupport of public credit? And do we 
not ſee how abſolutely their commercial in- 
tereſts depends upon it? Can it be ſuppoſed, that 
every one has combined all the conſequences which 
may flaw from the conſtant ſwelling of their 
debts ? Or indeed js it poſſible to determine what will 
be the conſequences of them? This however we may 
ſuppoſe at leaſt, becauſe we ſee the progreſs of it al- 
ready, that the intereſt of the creditors will daily ga- 
ther ſtrength, both in parliament and without: and 
if from ſmall beginnings it has arrived at the pitch we 
now ſee, it is very natural to conclude, that, in time, 
it may become ſtronger, and at laſt, that the creditors 
of the nation may become the maſters of it. 

When any one intereſt becomes too predominant, 
the proſperity of the ſtate ſtands upon a precarious 
footing. Every intereſt ſhould be encouraged, pro- 
tected, and kept within due bounds. The following 
ſpeculations are intended for the application of prin- 
ciples to new and unexperienced combinations ; where 
natural cauſes may work their direct and immediate 
effects, and thereby prove prejudicial to the general 
welfare, unleſs they are foreſeen in ſome degree, and 
proper remeciics be prepared againſt them. | 

Europe was poſſeſſed by our anceſtors free from 
taxes; our fathers ſaw them impoſed, and we fee how 
faſt they become mortgaged for our debis. We can 
as little judge of the extent of our credit, as they 
could of the poſſibility of contributing ſo large a 
fund for the ſupport of it. 
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Boox IV. As the plan of impoſing taxes has been extended, 
ParT 4. ve lee the public coffers every day receiving a vaſt flux 


ſelf? And is it not plain, that without the n,, 


of money, and hke the heart in the human body, 
throwing it out again into circulation. Happy ſtate, 
could it be laſting, and were this flux and reflux pre- 
ſerved in a due proportion to all the uſes for which it 


is intended ! But ſtates have their vices, as well as 


private people. Public opulence ſhould be propor- 
tioned to public exigencies : but how often do we ſee 
ambition putting on the face of public ſpirit, and 
animating the reſentment of a nation, under colour 
of providing for her ſecurity ? Hence wars, from 
wars expence: recourſe is had to credit, money is 
borrowed, debts are contracted, taxes are augmented; 
all this increaſes circulation, which demands a ſup- 
ply of currency : this is procured by melting down 
the folid property, Theſe operations performed, the 
mens money 1s either ſent abroad, or remains at 
ome, It ſent abroad, more property muſt be melted 
down, in order to fill up the void. If it remains at 
home, it will animate every branch of circulation ; 
and when the exigency, which required this additional 
quantity of money, is over, what circulation finds 
ſuperfluous, will ſtagnate in the hands of the monied 
intereſt, and will either form a new fund for contract- 
ing more debts, or it will be laid out in the purchaſe 
of the property formerly melted down, which pro- 
duced it ; and thereby will be conſolidated a-new. 

Every intereſt in a ſtate muſt influence the govern- 
ment of it, in proportion to its conſequence and 
weight; and every government muſt influence the 
ſpirit of the people who live under it. 

Now, as we have ſeen how induſtry creates wealth; 
how wealth and confidence create credit ; how credit 
creates debts and takes; how theſe again occaſion an 
augmentation of money, by the melting down of pro- 
perty ; and how this property is transferred to a new 


- ſet of men, who were once the monied intereſt, and 


who afterwards acquire the lands, and conſolidate this 
additional circulation ; does not this chain of conſe- 
quences repreſent a kind of circle, returning into it- 
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of this engine, the money created in proportion to the Cn ae. 
demand for it, the — would be cut off, before it VIII. 


could reach the link from which it firſt ſet out ? Will 
not this converſion of a monied intereſt into a landed 
intereſt, inſenſibly inſpire the bulk of the landlords 
with ſentimenis analogous to a monied intereſt? Is 
not that evidently more and more the caſe every day 
in England? And from this may we not prognoſticate 
the ſolidity of public credit in that nation ? 

If on the other hand we find, as in France, induſtry 
in times of peace drawing wealth from other nations, 
and thereby encreaſing the coin, upon which alone 
credit is circulated through the kingdom; and then 
foreign expence ſending it away in times of war; 
muſt not circulation keep pace with the coin, that is 
to ſay, be circumſcribed within the proportion of it? 

If the ſolidity and extent of the French King's free 
revenue ſhould afford credit to borrow this coin ; and 
if, inſtead of providing a proportional ſupply of cur- 
rency to fill up this new loan, the coin borrowed be 
ſent out of France; how will the ordinary circulation 
be carried on ? | 

Let us here recal to mind what was faid in the 22d 
chapter, upon banks, where we diſtinguiſhed volun- 
tary circulation, which is buying, from involuntary 
circulation, which is paying : we there obſerved how 
paying maſt always take place of buying ; conſequently, 
we may here determine that taxes muſt be paid be- 
fore buying, that is conſumption, can go on. The 
deficiency therefore of coin circulation, will, firſt, pro- 
portionally affect the trade, manufactures, and con- 
ſumption of France, and afterwards the revenue which 
ariſes from them. Is not this the conſtant com- 
plaint in France, when war carries off their coin? 
The remonſtrances of all their parliaments are filled 
with it. 

In times of peace, the amount of what comes from 
the people is greater than in time of war: but then 
there is coin ſufficient for all the payments; and when 
they are made to the royal treaſury, they immediately 
return into circulation, and no hurt is felt. 


Q 3 I inſiſt 


230 Ax INQUIRY Mro rnt PRINCIPLES 
Boox IV. I inſiſt the more upon this principle, and I intro- 
Parr 4 duce it in ſo many different ways, and under ſuch a 
vatiety of views, becauſe I take it to be one of the 
moſt important conſiderations in the whole doctrine 


of credit, and one which I have never ſeen ſuggeſted 
by any French, or Engliſh writer upon this ſubject. 
Many are the complaints for want of money ; but 
no method have I ever ſeen propoſed for obtaining it 
from ſolid property; the eaſieſt and ſafeſt of all ope- 


rations, when conducted with honeſty, and accord- 


ing to principles. I 

As money therefore is the means of cloſing the 
chain of conſequences already mentioned, and form- 
ing it into a circle, as has been ſaid, we plainly ſee 
how, when it is wanting, the ſame effects cannot be 
produced ; and conſequently the country of France, 
when money is confined to the coin, will be very long 
in * the ſentiments of a monied intereſt ; he- 
ther for its profit or loſs, in the end, is not here the 
queſtion. | | 

We have now traced the contingent conſequences 
of public credit ſo far as to ſhew how it may tend to 
influence the ſpirit of a people, and make them adopt 
the ſentiments of a monied intereſt. 

The allurement of acquiring land-property is very 
great, no doubt, eſpecially to monied men. The eaſe 
and affluence of thoſe, on the other hand, who have 
their capitals in their pocket-books, is very attracting 
to the eyes of many landlords, eſpecially at a time 
when they are paying the heavy taxes laid upon their 

ſſeſſions. : 
The firm eſtabliſhment of public credit tends 
greatly to introduce thoſe reciprocal ſentiments of 
good-will among the two great claſſes of a people, 
and thereby preſerves a balance between them, The 
monied intereſt wiſh to promote the proſperity of the 
landlords , the landlords, the ſolidity of credit; and 
the well-being of both depends upon the ſucceſs of 
trade and induſtry. . 
Let us now ſuppoſe, what is actually the caſe in 
Great Britain, that from the ſwelling of public debts 
an enormous fund of property is created. This is 
03 | formed 


as as Doc a4 wad pe eas. 
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formed out of the income of the whole nation and 
it has been purchaſed by thoſe who have lent money 
to the ſtate, in common language it is included in 
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what we call the monied intereſt: it is however very 
diſtinct from it, as will be underſtood from what is 


to follow. | ; 

The capital of the public debts is the price which 
was paid for the annuities due to the creditors, and 
is now no more money to them than land is money to 
the landlord, It may be turned into money, no doubt; 
but ſo may land, | Fs 

By the monicd intereſt, properly, ſhould be under- 
ſtood, thoſe who have money, not realized upon any 
fund, and who either employ it in the way of trade, 
in the way of induſtry, in jobbing in land, in ſtock, 
or in any way they pleaſe, ſo as to draw from it an 
annual income. While it is fixed, that is, given for 
any permanent value, it ceaſes to be money ; when 
it is called in, it becomes money again. Let ſtock, 
therefore, ſuffer ever ſo many alienations from hand 
to hand, it {till continues ſtock : it never can become 
land, it never can become money, until it be paid off. 
I hope this idea is clear, and underſtood, Stock, 
therefore, I here conſider as one great branch of ſolid 
property; ſo far as the ſecurity of government is ſolid 
and good,; and as ſuch, may be melted down into 
money by banks, as well as any other thing. 

Now Þ ha e laid that this fund is formed out of the 
income of the u hole nation; conſequently by fund, 
here, I do not underitand the capital, which exiſts no 
more, but the intereſt which is drawn for it : it is 
this intereſt, I ſay, which ariſes from the land, money, 
trade, induſtry, &c. From the land, out of the 
amount of the taxes charged upon it ; from the money, 
trade, induſtiy, &c. out of the amount of propor- 
tional taxes, ſuch as exciſes, cuſtoms, ſalt- tax, ſtamp- 
duties, and the like. | 

The more the debts increaſe, by the monied intereſt 
realizing, into this branch of ſolid property, the more 
the taxes muſt augment ; and conſequently, the more 
the ſolid property of the funds themſelves will be 
affected, as well as the land. . 
Q 4 From 
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Boox IV. From this expoſition of the matter, I think it ap- 
PART 4- pears pretty evident, that as proportional taxes affect 

Y © every man's income, according to his conſumption ; 
the landlord, ceteris paribus, who pays a land-tax, as 
well as his proportion upon his conſumption, is more 
hardly dealt with than the proprietor of the other 
branch of ſolid property, the funds, who only pays 
the proportion of the laſt. 

But the condition of the ſtockholder is not equal to 
that of the landlord, for two very plain reaſons. The 
firſt is, that the income of his ſtock cannot increaſe ; 
that of the land may. The ſecond is, that the ſwell- 
ing of this great capital of ſtock has the effe& of 
ſinking the intereſt upon it, and conſequently of di- 
miniſhing the income of the ſtockholder ; and in pro» 
portion to that diminution, the value of land is aug- 
mented. Now I readily allow that the augmentation 
upon the value of lands is no inducement to a landlord 
to turn them into money; becauſe he would then loſe 
upon his money, what he gains upon the additional 
Price received. But it is a great advantage in this 
reſpect, that, he thereby diminiſhes the intercſt he 
pays upon his debts, if he has any ; and if he has 
none, 1t enables him to borrow at a lower rate for 
the future ; arid by improving his lands with the mo- 
ney borrowed, he augments his income much beyond 
the proportion of the intereſt paid. 

It is therefore neceſſary, in impoſing land taxes, 
rightly to combine every circumſtance; that the load of 
all impoſitions may be equally diſtributed upon cvery 
claſs of a people who enjoy ſuperfluity, and upon no 
other. If, after a fair deduQtion of principles, this 
ſhall appear a thing poſſible to be done, we may ex- 
pet to ſee ſtateſmen engaged to depart from the old 
maxim of graſping at what is readieſt and neareſt at 
hand, to wit, the landed property, with a view to 
fpare a claſs of people, which, in a well regulated 
ſtate, never can be made to feel the burden of any pro- 
portional tax whatſoever; I mean the induſtrious poor. 

| now proceed in my inquiry into the nature and 
conſequences of the (ſwelling of this great branch of 
property, the public funds. As 
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As to the nature of it, we have ſaid already, that it Cz ae. 


is formed by realizing money into ſtock. When go- 
vernment borrows, the lenders muſt be people who 
have money. If the loan is made at home, the money 
is no ſooner paid in, than it is ſpent; and as we may 
ſuppoſe that it would not have been lent, had either 
the lenders found it neceſſary for their current expence, 
or had they found a more profitable way of realizing 
ir than by lending it to government, we conſider 
it as in a'ſtate of ſtagnation ; but being lent to govern- 
ment, it is thrown into a new channel of circulation. 

Farther, this money ſtagnating in the hands of the 
lender, either proceeded from his income, which ex- 
ceeded his expence, or from the profits of his induſtry. 
In either caſe, the country is neither poorer or richer, 
when conſidered in a cumulative view, than if the ſame 
ſum had been lent to private people at home. 

Let us next ſuppoſe the money to have been bor- 
rowed for the exigence of a foreign war. In this caſe, 
if it be borrowed at home and (ent abroad, it muſt 
firſt be converted into the money of the world, gold 
and filver, and then ſent off, to the diminution of this 
kind of property; or it muſt go abroad in the money 
of the country, credit, to the diminution of the an- 
nual income upon which the credit is eſtabliſhed. 
As this laſt operation may not be ſo clear, an exam- 
ple will explain it. | ; 

Government borrows a million; it is paid in paper, 
and muſt be ſent to Holland. If at that time a ba- 


| lance be due by Holland for a million, bills will readily 


be found for it. In this caſe, the balance of trade is 
borrowed by government, and is converted into a capi- 
tal of a million in the public funds, the intereſt of 
which will remain at home, and continue to be the 
Ky, of the nation. But as the value of this ba- 
ance is ſent to Holland and ſpent abroad, it is, upon 
the whole, to the nation, as if the balance had not been 


due to them. This I call a Jucrum ceſſansto the country. 


But ſuppoſe no balance due at the time the million 
comes to be ſent off, I ſay the conſequence will be, 
to alienate in favour of foreigners a part of the annual 
income, 
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Boox IV. income, proportional to the whole intereſt paid for 
Parr 4+ the loan, whether it has been ſubſcribed for by fo · 


reigners, or by natives. | 

If the ſubſcription comes from foreigners, the con+ 
ſequence is evident : it is equally ſo in the other caſe, 
upon a little reflection. 

Suppoſe then the million ſubſcribed for, and paid 
in London. Bills are ſought for; none are found, I 
mean in the way of reciproca! compenſation; does not 
this ſum immediately become a balance againſt Lon» 
don? And as a country loſes all ſuch balances, and 
that the country to which they are due gains them, 
this million is loſt to England, and forms what I call a 
damnum emergens ; that 1s to ſay, her former propert 
or income is io far diminiſhed, or comes to be trant- 
ferred to ſtrangers. 

From this we may conclude, that in all matters of 
public borrowing, it is of no conſequence whether the 
ſubſcriptiou be filled by natives, or by foreigners, 
when the value of it is to be ſent abroad. - 

Let us next examine the ſtate of the queſtion. when 
the loan is made in order to be ſpent at home, as is 
the caſe after a war, when the unfunded debts come 
to be paid off, 

We have ſaid that loans are filled by money ſtag- 
nating, which the owner deſires to realize: if he can- 
not do better, he lends it to government ; if he can 
do better he will not lend it. | 

While the uſes of domeſtic circulation abſorb all the 
money in the country, that is to ſay, when there are 
private perſons ready to borrow all the money to be 
lent, at this time go ernment cannot borrow at home; 
and if they did, by offering a high intereſt for it, the 
borrowing would do harm to circulation; becauſe it 
would raiſe intereſt at home, or diſappoint thoſe who 
would gladly borrow it, for little more than the intereſt 
offered by government. 

Let us next ſuppoſe that after a war, when the un- 
funded debts are either bearing a high intereſt, or 
ſelling at diſcount, government ſhall find an advantage 
in opening a ſubſcription, which may be filled from 
abroad, at a lower rate than the then actual value of 

money; 
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money. Suppoſe, I ſay, the Dutch ſhould be willing Cn ae. | 


to lend at 3 per cent. while money in England ſtood at 
4 per cent. | aſk if, in this caſe, government ought 
to borrow from Holland, at the expence of ſending: 
the intereſt out of the country, rather than ſuffer ſuch 
debts to fell at diſcount ; or to continue paying a 
higher intereſt at home for what they owe ? 

It is my opinion that ſtill they ought to borrow, for 
the following reaſons. That if the high intereſt at 


home proceeds from want of money, that is to ſay, 
from circulation not bei 


full enough, it is their in- 
tereſt to borrow, were it for nothing elſe than to ſupply 
circulation ; becauſe unleſs this be full, all induſtry 
muſt languiſh, But ſuppoſe it ſhould be ſaid that cir- 
culation is full enough, that induſtry ſuffers no check 
from that quarter, but that there being no ſuperfluity 
of money, intereſt ſtands 1 per cent. higher than it 
would do were there conſiderable ſtagnations. In that 
caſe alſo, I think it is their intereſt to borrow, were it 
for no other reaſon than to produce ſuch ſtagnations. 

It is a general rule every where, that there is no 
having enough without having a ſuperfluity; at leaſt 
there is no certainty of one's having enough without 
finding a ſuperſluity. Borrowing, therefore, in ſmall 
ſums, at ſuch a time, will produce ſtagnations at 
home, from which ſucceeding loans may be filled, 
after circulation is ſufficiently provided : and even in 
caſe more ſhould be borrowed from ſtrangers than is 
neceſſary, and that in conſequence of it, too much ſhould 
come to ſtagnate at hoine, after the demand of go- 
vernment is over, in that caſe, the monied intereſt 
would lend, in their turn, to other ſtates, where in- 
tereſt is higher; and the annual returns from that 
quarter would more than compenſate what muſt be 
ſent away, in conſequence of the former borrowing. 
: From theſe combinations, let us draw ſome conclu- 
ions. 

1910, That the effect of public borrowing, or national 
debt, is to augment the permanent income ofthe coun- 
try, out of ſtagnating money, and balances of trade. 

2do, That this income ſo created, may be either 
the property of natives, or of ſtrangers. 
| 3tlo, That 
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5tio, That when money is found to ſtagnate, in a 


PART g. country where circulation 's not diminiſhing, it may 


balance of trade. "Is 

40, If ſtagnations in one part are found to inter- 
rupt circulation in another, public borrowing, for do- 
meſtic purpoſes, has the good effect of giving vent to 
the ſtagnation, and throwing the money into a new 
channel of circulation. | | 

sto, That the ſum of intereſt paid by any nation to 
ſtrangers, ſhews the general balance due by the nation, 
after deducting all the profits of their paſt trade out 
of all the expence of their foreign wars. 

But here it muſt be obſerved, that as on one hand 
we are comprehending all that is paid to foreign cre- 
ditors, on account of the tunds they have in England, 
for example, ſo on the other hand, muſt be deducted 
from this, all the like payments made to Engliſhmen 
by other nations. | 

610, From this laſt circumſtance we diſcover, that 
the lending to other nations by private hands, pro- 
duces the ſame effect to a nation as if the ſtate were 
actually paying off the debts due to ſtrangers. Con- 
ſequently, when Moſes permitted the Jews to lend to 
ſtrangers at intereſt, and forbade ſuch loans among 
themſelves, his view was to eſtabliſh a foreign tribute, 
as it were, in favour of his own nation, inſtead of 
eſtabliſhing luxury at home. 

Imo, As the balance due to a nation upon her trad 
is found to com ponſate, pro tanto, the money ſhe ſpends 

abroad, we may from the ſame principle conclude, that 
ſo ſoon as ſhe ceaſes to expend money abroad, the 
balance of trade in her favour, if not realized at home 
in ſome new improvement, will diminiſh, pro tanto, 
the intereſt, or capitals due to ſtrangers. This is evi- 
dent from the nature of balances, of which we have 
treated already. 

8 v, The conſequence, for example, of England's 
owing large ſums to ſtrangers, will, from the ſame prin- 
ciple, conſtantly prevent exchange from riſing very 
high in her favour, when the balance of her trade 
is to be paid to her: - becauſe on every ſuch occaſion, 

| her 


be ſuppoſed to proceed from the coming in of a right 
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her foreign creditors will be glad to diſappoint ex- CMA 
changers, by furniſhing bills for their intereſt, or ea- VIII. 


pitals, to thoſe who owe the balance; the conſequence 
of which is plainly to diminiſh the foreign debts'®:- 
This circumſtance implies no loſs to the nation 
which is creditor in the balance of trade, and debtor 
upon the capitals; becauſe we- have proved that the 
price of exchange never affects a nation, but only 
certain individuals, who pay it to others. | 
This is ſufficient, I think, to point out in ſome de- 
gree, the nature of a national debt. I come next to 
examine the conſequences of its conſtant augmentati- 
on, without proper meaſures being taken, either to 
it off, or tocircumſcribe it within certain bounds. 
n what is to follow, I ſhall throw all conſideration 
of capitals totally out of the queſtion; and as to the 
amount of taxes, it is quite indifferent whether the 


money proceeding from them be in conſequence" of 


an improvement made upon thoſe already eſtabliſned, 
or from new impoſitions: ſuch combinations will cone 
in more properly afterwards, K. Sil 
If the intereſt paid upon the national debt of Eng- 
land, for example, be found conſtantly to ineteaſe 
upon every new war, the conſequence will be, that 
more money will be raiſed on the iubject for the pay- 
ment of ir. Phe queſtion then comes to be, 1. How far 
may debts extend ? 2. How far may taxes be carried? 
And 3. What will be the confequence, ſuppoſing the 
one and the other carried to the greateſt height poſſi- 
ble ? | n fs HJ 
In anſwer to the firft, that abſtracting from cir- 
cumſtances which may diſturb the gradual progrets 


of this operation, before it can arrive at the ne plus ul- 


ira, debts may be increaſed to the full proportion of 
all that can be raiſed for the payment of the- intereſt. 
As to the ſecond, How far taxes may be carried; I 
ſhall not here anticipate the ſubject v following 


* We muſt always carefully avoid confounding the grand ba- 
lance of payments with the balance between importation and ex- 
portation, which I conſider as the balance of trade. SY 
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Boox IV. book, any farther than is neceſſary to reſolve the 
Far 4. queſtion before us. | | 
— Taxes, we have ſaid, either affect income, or 


conſumption. The land-tax of England is now at 
4 ſhillings in the pound, upon a ſuppoſed value of 
the property affected by it, which is all real and per- 


ſonal eſtates, the ſtock upon lands, and ſome few 


other particulars excepted. 

This tax may be carried to the full value of all the 
real eſtates in England. As for perſonal eſtates it ne- 
ver can affect them proportionally; and that part of 


tze ſtatute of land · tax which paſſes every year, and 


impoſes 4 ſhillings in the pound on perſonal eſtates, 

carries in it a veſtige of our former ignorance in mat- 
ters of taxation. * 
The notion of impoſing (fas) 20 ſhillings in 

pound upon the real value ot all the land-rents of 

England, appears to us perfectly ridiculous. I ad- 

b. and could I have diſco.cred any ar- 

gument, by which I could have limited the riſing of 


the land-tax to any preciſe number of ſhillings under | 
twenty, I ſhould have ſtated this as the maximum 


rather than the other. : | 

The ſecond branch of taxes comprehends thoſe up- 
on conſumptions, exciſes, and the like. The maxi- 
mum as to this claſs muſt be determined by foreign 
trade; becauſe this is affected in a certain degree by 
the price of domeſtic induſtry. Other taxes have not 


this effect, as we ſhall ſhew in its proper place. 


But as foreign trade is not eſſential to the domeſtic 
induſtry, conſumption, circulation, &c, of any nati- 


on, as has been proved in the ſecond book, but only 
to their increaſing in wealth proportionally to other 


nations; if foreign communications ſhould be cut off 
entirely, I perceive-no limit to which I can confine 
the extent of proportional taxes. Let me therefore 


ſuppoſe a term beyond which impoſitions of all kinds 


muſt come to a ſtop, and then aſk, in the third place, 
what will the conſequence be? I anſwer, that the ſtate 
will then be in poſſeſſion of all that can be raiſed on 
the land, on the conſumption, induſtry and trade _ | 
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the country; in ſhort, of all that can be called in- Cnars 


come, which they will adminiſter for the creditors. 

When this comes to be the caſe, debts become ex- 
tinguiſhed of courſe; becauſe they come to be conſo- 
lidated with the property: a caſe which commonly 
happens when a creditor takes poſſeſſion of an eſtate 
for the payment of debts equal to its value. 

Then government may continue to adminiſter fot 
the creditors, and either retain in its hand what is ne- 
ceſſary for the 3 5 expence of the year; or if it in- 
clines to ſhew the fame indulgence for this new claſs of 
proprietors as for the former, it may limit-the reten- 
tion to a ſum only equal to the intereſt of the money 
wanted; and in that way ſet out upon a new ſyſtem 
of borrowing, until the amount of the taxes be tranſ- 
ferred to a new ſet of creditors. This is the endleſs 
path referred to in the ninth chapter in the ſecond 
book, which after a multitude of windings returns 
into itſelf. dds 
A ſtate, I imagine, which would preſerve its pub- 
lic faith inviolable, until a period ſuch as I have 
ſuppoſing, would run little riſk of not finding credit 
for a new borrowing. The proſpect of a ſecond revo- - 
lution of the tame kind would be very diſtant; and 
in matters of credit, which are conſtantly expoſed to 
riſk, ſuch events being out of the reach of calculati- 
on, are never taken into any man's account who has 
money to lend 

The whole of this hypotheſis is, I readily agree, 
deſtitute of all probabiliry ; becauſe of the infinite va- 
riety of circumſtances which may fruſtrate ſuch a 
ſcheme. I only introduced it to ſhew where the con- 
ſtant mortgaging of a public revenue may end; and 
to diſprove the vulgar notion, that by contracting 
de>ts beyond a certain ſum, à trading nation that bas 
a great balance in its favour, muſt be involved m an 
un  vidable bankruptcy. To fay that a nation muſt 
become bankrupt to itfelf, is a propofition which I 
think implies a contradiction, of 


Boox IV. 
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CHAP, IX. 
| Of Bankruptcies. 


N the laſt chapter we have been running through 

a chain of conſequences relative to the increaſe of 

public debts, which appear as . to us at 

— as it would have appeared to Davenant, to 

have ſuppoſed the debts of this nation to grow up to 

their preſent height, without the riſk of involving the 
nation in a general bankruptcy. . 

But thoſe conſequences are only contingent. The 
preſent debts may either be paid off, or the nation 
may be involved in a general bankruptcy. In either 
caſe, the vaſt property in the funds, this great article 
of permanent income, belonging to natives and to 
foreigners, muſt wither and decay, and at laſt diſ- 
appear altogether. | | 

We may therefore decide, that one of three events 
muſt happen, viz. either, 1. Debts will ſwell to ſuch 
a pitch as at laſt to pay themſelves: or, 2. The na- 
tion will be involved in a bankruptcy : or, 3. They 
will be fairly paid off. | | 

The firſt ſuppoſition we have examined; the ſe- 
cond we are now to conſider ; the laſt will be the 
ſubject of the following chapter, with which I ſhall 
co:clude this book. 

_ I ſhall advance no argument to prove that the 
ſcheme of a public bankruptcy is either lawful, ho- 
nourable, or expedient, if voluntarily gone into by 
a ſtate; becaule I think it is diametrically oppoſite to 
every principle of good government, It is a maxim 
uncuntroverted, that a contract is binding between 


the parties contracting, and that it ought to be ful- 


filled in every article. If the public good be alleged 
as an over - ruling principle, to which every other muſt 
give way, I readily admit the exception. There is 
another of equal force, the impoſſibility of perfor- 
mance. When ſuch arguments are uſed to engage a 


nation to commit a deliberate act of bankruptcy, two 
| | things 
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things muſt be examined : the firſt; is the intereſt Cwx8. 


which the public has in adopting the ſcheme: the ſe- 


cond, the conſequences of it. What reafons a'ſtate 
mn have, I ſhall conſider afterwards; at preſent, 1 
ſhall inquire u hat might be the conſequences of a ge- 


_ neral and total bankruptcy in England; from which 


we may gather what difference it would make, were 
it only partial; and by ſuch an inquiry, we may be 
led to diſeover the proper method of breaking faith, 
in cafe it ſhould become unavoidable. This is What 
in another place I called bringing credit decentſy t 
her grave; when after being overſtretched, it cannot 
longer be ſupported. Niue en XÞ +: 
A bankruptcy may take place in two ways! eithet 
as a conſequenee of eircumſtances which earmot be 
prevented; of by a deliberate act of government.” 
Were the trade and induſtry of England to deeay, 
the amount of taxes might 16 far diminiſt vas t 


prove inſufficient to pay the intereſt of the nã tional 


debt, and defray the expence of government. Were 
the people to be blown up into a ſpirit of Yevolt 4 
gainſt taxes, the ſame event would probably Happen. 
In either cafe, the natural and immediate conſequences 
of the bankruptey would probably follow one another 
in this manner: l og 

1mo, Every creditor of the ſtate would become 
pobret in proportion to the diminution of his income. 

24s, Conſumption and the demand for work would 
diminiſn in proportion to the part of that ineome 


withheld, which the creditors annually expend” for 


theſe purpoſes. + 
3tio, Trade would direaly ſuffer, in proportion to 


that part of the ſaid revenue yeatly thrown into it by 


the public creditors at preſent; and it would conſequent- 
ly ſuffer, in proportion to the hurt reſulting to pri- 
vate credit, from the conſequences of the bankruptcy. 

The creditors then would loſe all, the trade of Eng- 
land would be undone, end the multitudes who live 
in conſequehee of the demand for their induſtry from 
the one and the other, would be reduced to miſery. 
Theſe immediate effeẽts would firſt manifeſt them- 

Ver, III. R ſelves 
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Boo Iv. ſelves in the capital. The conſequences would ſoon 
PAxT 4. be felt all over England: a diminution upon the con- 
ſumption of the fruits of the earth; a ſtagnation of 


that commerce which is carried on between London 
and the couutry (which we have ſeen to be equal to 
the amount of all the taxes and land - rents ſpent in 
London) would ſoon throw every thing into confuſi- 
on. But taxes would be aboliſhed : of that there is 
no doubt. Let a deliberate bankruptcy take place 
without any abolition of them by law, they would 
ſoon fink to nothing, from the utter impoſſibility 
there would be found to pay them. 

A total bankruptcy, therefore, coming upon Eng- 
land, either from a decay of her trade, or a diſtur- 
bance in collecting the public revenue, would have 
the effect of plunging the nation into utter ruin at 
home: what might be the conſequences from abroad, 
] leave to the reader's ſagacity to determine. 2 
Let me now ſuppoſe a bankruptcy to take place 
from a deliberate act of power, with a view of ex- 

iency. 

The — between the two conſiſts only in 
this; that in the firſt, all the conſequences we have 
mentioned would follow upon one another, without 
a poſſibility of preventing them: in the other, a plan 
to prevent them might be concerted. 

Let me then ſuppoſe that government ſhall find it 
expedient, at any time, to uſe a ſpunge for the pub- 
lic debis; that they ſhall fear no external bad conſe- 
quences, either from the reſentment of thoſe ſtates 
who may be hurt by it, or from the ambition of o- 
thers who may profit by it; that they ſhall coolly re- 
ſolve to ſacrifice the intereſts of all the creditors in fa- 
vour of the whole body; and that they ſhall delibe- 
rate upon the plan to be followed, in order to bring 
about ſo great a revolution, without eſſentially hurt- 
ing ary intereſt in the ſtate, that of the creditors alone 
excepted. | x 

In that caſe, I imagine, they would begin by order- 
ing the amount of all that is paid to the creditors, to 
be ſet apart as a fund for the execution of the ou 

They 
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They would purchaſe all over England, every ar⸗ Car. 
ticle of produce and manufacture which might remain IX. 
upon hand for want of a market: they would feed 


all thoſe who would be forced to be idle for want of 
employment: they would inſtantly put proper em- 
ployments into their hands; one week's delay in 
the execution of this part of the plan would throw 
the manufacturing intereſt into ſuch confuſion, as to 
be paſt all remedy.; they would furniſh credit to all 
merchants ſubſiſting, in proportion to what they had 
loſt by the extinction of the funds: they would eſta- 
bliſh offices every where, to ſupply the wants of thoſe 
who would be totally ruined, until by degrees they 
could re-eſtabliſh. confidence, the parent xr (45 the 
mother of induſtry. By ſuch precautions, properly 
taken, and properly executed, none would ſuffer but 
the unhappy creditors. and their families, who from 
great 2 would be reduced to poverty. 

As far as human prudence is inſufficient for going 
through ſo great a detail all at once; fo far would the 
effects of a general bankruptcy add hurtful conſequen- 
ces to.thoſe which in every caſe are unavoidable.  . 

Were a ſtateſman endowed with the ſupernatural 
gift of turning the minds of a nation at his will, and 
of foreſecing every conſequence before it happened, 
ſuch a plan might be executed. Another who, with 
the greateſt capacity ever man was endowed with, 
would, for expediency, not for neceſſity, deliberate- 
ly undertake à general bankruptcy, I ſhould conſider 
as & madman. | 

I ſhould rather prefer to ſubmit to the natural con- 
ſequences which might reſult from an accidental 
bankruptcy, than endeavour to avoid them by a plan 
too complicated for human wiſdom to execute. 

Let us next ſuppoſe the ſcheme to be fairly execut- 
ed from a view of expediency, no matter how, and 
all inconveniencies. prevented during the execution, 
what would be gained by ut? 

If by the ſuppoſition all taxes be kept alive, for at 
leaſt a certain time, in order to prevent a total con- 
fuſion, certainly no ow could gain during that pe- 
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Boox IV. fiod; even the ſtate itſelf would loſe, becauſe every 
PatT_4. branch of conſumption would infallibly diminiſh. But 
that time elapſed, and taxes reduced to the loweſt, 
who would be the gainers ? we ſhall ſee when we come 
to the doctrine of taxation, that the ſudden abolition 
of them, in conſequence of a bankruptcy, would be 
advantageous to no body, but to creditors upon mort- 
gage, and to the idle: not to landlords ; becauſe their 
incomes would diminiſh more than in the proportion 
of the preſent land- tax, at leaſt their improvements 
would be interrupted, and their rents ill paid: not 
to the manufaQuring claſſes; becauſe at preſent they 
pay no taxes, but in proportion to their idleneſs or 
extravagance, as ſhall be proved: the monied inte- 
reſt, not ſecured on land, would I ſappoſe be extin- 
a:iſhed; trade and credit at an end: The gains then 
would be confined to thoſe who have money fecured 
upon land, where the capital is demandable. In fuch 
a ſituation, intereſt would riſe beyond all bounds; 
and a debt Which might have been confidered as a 
triffe before, might then carry off an eſtate, Phe 
idle alſo who live peaceably upon a very moderate 
income, would find a great advantage from the fall 
of 25 for want of conſumption, and from the diſ⸗- 
treſs of the induſtrious; but the indigent poor, h 
ate ſupported from charity, would ſuffer: all the great 
eſtabliſhments for labour and induſtry, would fall to 
the ground: the gumbers of poor who are there 
maintained, would come upon a ſoctety, which is 
beginning to loſe thoſe tender feelings of compaſſſon 
which are more common in countries of idleneſs, in 
9 as miſery is more familiar before then 
To ſay all in one word, a total bankruptcy and 4. 
bolition of taxes, would bring this nation back to the 
ſituation it was in before taxes and debts were known. 
Does any body imagine that our prefent ſituation is 
not analogous te our prefent policy, and that it is poſi 
55 that independantly of the fame eircumſtances e 
ould long continue to enjoy the advantages we feel? 
No: were we in the fame ſituation as formerly, 6 
ſhould feel as our fathers felt. They Had as ge 
underſtandings to improve ttreir circumſtances as we | 
have ; 
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culate leſs in proportion. It is the neceſſity of payi 
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have; but they had to do with an idle, we with an C 
induſtrious common people, Trade and credit have 


been long at work to perform this great revolution: 


the operation is not as yet campleated, and a total 
bankruptcy now: would deſtroy every good effect for 
a long time. 8 5 1 40 151 74 
Wore taxes made to ceaſe, the large ſums which 
—— from them would diſappear entirely. Money 
ald not, as ſome imagine, be equally diſtributed 
among thoſe WhO now pay the taxes, and ſo propor- 
tionally increaſe every man's income. The reaſon is 
plain: the money paid for taxes, circulates; becauſe 
it is demanded. Were taxes ſuppreſſed, people hav- 
ing leſs occaſion for money than formerly, would cir- 


taxes, which creates this money for the *. —— 
them; and when this method of creating is not con- 
trived, the taxes cannot be paid, as has been often 
ſaid. Now it is this great flux of money from taxes 
which animates the trade of England: take them out 
of the circle, what becomes of the whole? 

To ſuppoſe, therefore, fo great a revolution in the 
circulation of a country, as that produced by the ceſ- 
fation of taxes; and to ſuppoſe no interruption, from 
it upon the ſtate of induſtry, and the employment of 
the people of this nation, is @ propoſition I muk res 
ject, as being contrary to alk principles; and to this 
among the reſt, that it would be a moſt ſudden, and 
a moſt violent revolution; which throughout the 
whole courſe of this inquiry, we have found to involve 
inconveniencies beyond the power of any theory to 
extricate. 01 et rH xd 

Upon the whole we may determine, that the fatal 
conſequences of a bankruptey would be many; and 
that the gaod reſulting from the total abolitian of taxes, 
would be confined to two objects 1. A relief to 
thoſe ho pay them upon their Hovs, or perſons. 
2. A diminution of prices in favour of the idle at 
home, and of trade abroad: great objects, no daubt, 
could they bo obtained at leſs expence than the con- 
ſequences of à total failure of public credit and do- 
meſtic induſtry. Perhaps when we come to examine 
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Boox IV. the principles of taxation, we ſhall find that taxes do 
Far 4. not raiſe prices ſo much as is generally believed; and 


thoſe which influence the application of public money, 
will point out better expedients than a bankruptcy 
for compaſling thoſe great national purpoſes. 

But let us ſuppoſe a caſe, which may poſſibly hap» 

n, as matters ſeem to go on. Suppoſe, I ſay, that 

y continuing to carry on long and expenſive wars, 
the ſam of intereſt paid to ſtrangers ſhould exceed all 
that the nation can gain by her trade. In this cafe, 
there muſt be a genera} balance of payments againſt 
her every year, which very ſoon would manifeſt itſelf 
by the moſt fatal conſequences. 

The bank of England would be the firſt to feel 
them, by the departure of all the coin and precious 
metals. Trade would feel them next, and then in- 
deed they would become univerſal. 

In ſuch a fituation, I fairly acknowledge, that 1 
cannot diſcover any expedient to avoid a bankruptcy, 
Engaging the foreign creditors to become citizens, by 
the allurements of the greateſt privileges, and bills of 
_ naturalization, are vain ſpeculations. Unleſs ſome 
reſource hidden from me, ſhould, upon-ſuch an oc- 
caſion, open itſelf, in the deep receſſes of future e- 
vents, I believe the nation would ſoon be driven up- 
on the fatal rock of bankruptcy. The idea of a nati- 


on's becoming bankrupt to itſelf, I have always look- | 


ed upon as a contradiction ; but that it may become 
bankrupt to the reſt of the world, is quite conſiſtent 
with reaſon and common ſenſe. 

I ſhall not take upon me to ſuggeſt what mode of 


bankruptcy would in ſuch a caſe be the beſt; a total. 


or a partial one. The partial, I am afraid, would, 
in England, work effects almoſt as hurtful as the o- 
ther. But if ever the caſe ſhould happen, the only 
way will be, to watch over every ſymptom of the 
approaching cataſtrophe, and to improve circumſtan- 
ces to the beſt advantage. | 
Of what infinite conſequence is it then for a Britiſh 
ſtateſman to inquire into the amount of debts owing 


to ſtrangers, and into the ſtate of the balance of 


trade? 
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trade? In ſpeaking of exchange, I threw out many 
things concerning the idea of putting that branch of 
buſineſs into the hands of the bank, in conjunction 
with the exchequer. Were the ſtate brought into 
the dilemma of either ſubmitting to this gradual de- 
cline of trade, from a cauſe which could not be re- 
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moved ; or of being puſhed to the neceſſity of leap- 


ing into the terrible gulph of a deliberate bankrupt- 
cy; in ſuch a dilemma, I ſay, what infinite advanta- 
ges might not be drawn from the management of 
exchange ? 
have heard it faid, that the debt owing to ſtran- 
gers was a great advantage to England; becauſe it 
drew people to that market where their funds are ſet- 
thed. I allow all the force any one can give to this 
tion: But alas! what would it avail, whenever 
ngland becomes incapable to furniſh equiva- 
lent to all her imports from abroad, added to all ſhe 


owes to her foreign creditors? 
I am far — t ſituation 
of England to forebode the approach of any ſuch diſ- 


aſter; but it is to repreſent to one's ſelf ſome 


determinate object, by which we may judge of our 


ſituation in times to come. | 
Debts have increaſed far beyond the imagination of 
every mortal. - Great men have uttered prophecies, 
which have proved falſe, concerning the conſequences. 
of a debt of one hundred millions. From this moſt 
. conclude, that they will go on until ſome un- 
oreſeen accident ſhall daſh the fabric to pieces 1 
have been 1 to ſhew how they may go on in 
a perpetual chain. But alas! one fatal combination 
was there omitted ; and now that it has been taken 
in, I think it ſerves as a datum, to reſolve the moſt. 
important problem of this ſcience, viz. How to de- 
termine the exact extent of public credit. I he ſolu- 
tion of which is, that it is not neceſſary that public 
credit ſhould ever fail, from any augmentation of 
debts whatever due to natives ; and that it muſt fail, 
ſo ſoon as the nation becomes totally unable either to 
export commodities equal to all their imports and fo- 
R 4 reign 
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Book IV. reign debts, or to pay off a proportional part of their 
Parr 4. capital, ſufficient to turn the balance to the right fide. 
— : From this propoſition two corollaries may be drawn. 
imo, That the moft important object in paying off 
debts, is to get quit of thoſe due to ſtrangers. 
2do, That whatever circumſtance has a tendency 
towards diminiſhing the burden of foreign debts, . 
| ſhould be encouraged. 101 
It it be ſaid, that whenever our foreign debts exceed 
the balance of our trade, the beſt way would be to 
break faith with ſtrangers, and keep it with the ſubjeQs 
of the ſtate: I anſwer, that were the thing poſſible, 
which I apprehend it is not, the conſequence might 
prove equally hurtful. * 
The greateſt of all the inconveniencies proceeding 
from a bankruptcy, is the ruin of induſtry, and the 
ſtop put to circuiation. Can it then be ſuppoſed, that 
a country might execute lo glaring a ſcheme of treach- 
ery to all her neighbours, and lil} continue her cor- 
reſpondence with them in the open way of trade ? 
Certainly not. Were all foreign trade to be ſtopt at 
once, what a revolution would it occafion ! The cir- 
culation of foreign trade, in the eity of London only, ex- 
ceeds perhaps the amount of all the taxes. A ſtop put 
to that would occaſion ſuch a ſtagnation, as would rain 
the nation as much as if the bankruptcy were to be- 
come univerſal. I do not here pretend minutely 
to trace conſequences, which are infinite: all that 
can be done, is to ſuggeſt hints, which every one may 
purſue, in proportion to the extent of his combinations. 
The intention of touching upon this ſubject ar all, 
is toſhew, that the expedient of a ſpunge, which is 
frequently talked of as a remedy againſt the conſe- 
quence of debts, is, perhaps, more dangerous than 
any thing that can be feared from them. The reaſon 
is, that the ſpunge implies a more ſudden bankrupt- 
cy than any one brought on in a gradual way, by na- 
tural cauſes. | 1 
Were natural and irreſiſtible cauſes to operate a to- 
tal failure of all profit upon the trade of Britain, one 
cannot ſay how far the other nations of Europe might 
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not find it their intereſt to athſt us, providing we did C n a x. 


our utmoſt to preſerve our good faith to them. And 
as I think I have made it ſufficiently evident that no- 
thing can be gained by openly violating ſuch engage- 
ments, the beſt reſolution a nation can take, is to ad- 
here to them to the laſt extremity, and to baniſh from 


their thoughts every idea which may be repugnant to 


them. | 
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Methods of contracting and paying off public Debts. : 


E are now to collect together, in one view, 
the ſeveral methods of contracting and pay- 
ing off the debts of a nation. Such methods may be 
deduced, either from principles, or from what prac- 
tice has pointed out. 

The foundation upon which public credit is built, 
is the exiſtence of a ſure and ſufficient fund for per- 
forming the engagements contracted. 

When, in the early times of public credit, the re- 
payment of the capital was the chief object of the 
lender, a much more extenſive fund was neceſſary 
han at preſent, when no more is required than the 
jayment of the intereſt, As ſuch funds never can be 
brmed but from taxes, or general contributions from 
te people, the greater they are, the larger muft the 
cmtribution be. Whenever therefore there is occaſi - 
or to contract debt, the chief object of a ſtareſman's 
car ſhould be, to model the ſpirit of his people fo as 
to Uſpofe of them to concur in the proper reſolutions 
to render the plan propoſed as eaſy as poſſible in the 
execution, | W 

Inthe firſt place, the body of the people muſt be 
made ſenſible that the conſequence of W 
debtsmuſt imply a diminution upon the income 
ſome ndividuals; but that the fewer the obſtacles 

throw! in the way of the loan are, the leſs will that 
diminuion be. | 4-4 $2.94 
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Boox IV, In the ſecond place, he muſt gain the confidence 
Pax 4: of his people, ſo far as to impreſs them with a firm 

belief that he will conſult heir good, and nothing 
elite, in what he undertakes, | | 

And in the laſt place, he muſt gain the confidence 
of thoſe from whom he is to borrow ; and convince 
them that all covenants between the public and them 
will be religiouſly performed. | 

In a limited and free government, theſe three re- 
quiſites are eſſential to the firm eſtabliſhment of pub- 
lic credit, | 3 

Where the power of the ſtateſman is unlimited, he 
may ſubſtitute his authority over the people, in the 
place of confidence; but in reſpect to thoſe who are 
to lend, he will find no room for any ſuch ſubſtitu- 
tion: confidence bere is the only expedient. 

All therefore that is required, as to the people, is 
to enable them to do what he requires of them. | 

For that purpoſe he mult eſtabliſh credit with them, 
for finding the contributions he is to exact of them; 
becauſe they will have as much occaſion for it, in pay- 
ing what is demanded of them by authority, as he 
himſelf has in paying what he is obliged to in conſe- 
quence of his engagements. 

If this general plan be not followed, the conſe- 
quence will be, that taxes will fail on one hand, and 

ublic credit on the other. | 

If all this operation cannot be previouſly concerted 
the plan of borrowing muſt be circumſcribed to funds 
previouſly eſtabliſhed. | 

When money is borrowed before the fund is pe- 
pared, every obſtacle which occurs in eſtabliſhing it 
is a drawback upon the confidence of thoſe who lad, 
and renders the conditions leſs favourable to the fate 
which borrows. 

Ia the contract of loan, the firſt article to be ageed 
upon is the rate of intereſt. We have, in th be- 
g'nning of this book, examined the caules of is riſe 
and fall; and have in general determined, tha/when 
the demand is for borrowing, intereſt riſes; wſen for 
lending, intereſt falls. L 
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As the object of the borrower is to have intereſt low, Q n 4. 
the ſtateſman: who intends to borrow. muſt uſe all poſ- * 
ſible means to increaſe the quantity of money in cir= *' 
culation, 
Bur if coin alone be uſed as money, and if this coin 
be ſent out of the country, when borrowed, and if 
what 1s ſent away cannot be replaced at will, the 
ſcheme of augmenting money becomes impracticable : 
it will daily become more ſcarce, more difficult to 
procure, and intereſt muſt riſe higher every day. 
Symbolical or paper money, that is credit, muſt then 
be eſtabliſhed at home, upon the firmeſt baſis: this 
will enable every one to pay what he owes; conſe- 
quently, the taxes will be paid, the creditors will re- 
ceive what is due to them regularly, money will every 
year augment in proportion as debts are contracted ; 
= and if borrowing do not augment beyond that pro- 
portion, intereſt will not riſe; and if borrowing \ 
ly ſhould fall below that proportion, intereſt will ſiak. 
3 Is not this whole doctrine verified in the ſtrongeſt 
* manner by the operation of the Miſſiſippi? At the 
9 death of the late King of France, money had diſap- 
peared, Some years before, he had, for ſeven milli- 
ons in coin, engaged his kingdom for thirty-two mil- 
” lions; upon a diſtant fund indeed, but ſtil] it became 
0 a debt to be paid. Paper money had not been intro- 
duced three years, when intereſt fell to 2 per cent. 
The paper indeed was a bubble in fa; but we have 
n ſhewn that it became ſo from bad management only. 
By the augmentation of money, capitals ceaſe to be 
ſo valuable. By the melting down of property, the 
very capital, thoug in the hands of the ſtate, may 
| be turned into money by the creditor, whenever he 
| has occaſion tor it; in the ſame way as the coin which 
is buried in the vaults of the town-houſe of Amſter- 
dam, is conſtantly performing all the uſes of circula- 
tion. 
The method, therefore, of borrowing money to the 
beſt advantage, is previouſly to eftabliſh a fund of 
credit, atiſing from annual taxes; to provide the peo- 
ple who are to pay them with money in 3 to 
ä eir 
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Boox W. their property or induſtry; and to prevent the latter 
Par? 4. from ever failing for want of the medium, money, for 


earrying it on. $1371 OF 37% | 
So long as intereſt ſtands high, relatively to other 
ſtates with which you are at war, throw as'much mo- 
ney as poſſible into the hands of your creditors, in 
payment of the debts already contracted; ' becauſe the 
more you throw in there, the more you will draw out, 
if you have occaſion to 'borrow more; and if you 
have no occaſion to borrow'more, the lower you will 
reduce the intereſt, by augmenting the fund of mo- 
ney to be lent. Ne ; 
From theſe principles I conclude, that every nation 
which ſets out by contracting debts with its own citi- 
zens, muſt begin by borrowing upon condition of re- 
paying the capital in a ſhort term of years. This is 
alſo the beft method to engage the people 'to contri- 
bute largely without murmuring. The reaſon is, 
that when taxes begin to be impoſed, the maſs of cir- 
culation becomes proportionally augmented; and the 
paying back confiderable ſums to the creditors, pre- 
vents, on the one hand, the debts from increaſing ſo 
faſt, and ſupplies circulation, and facilitates new bor- 
rowings on the other. While this plan of augment- 
ing circulation is carrying on, the ſtateſman muſt pre- 
vent his expence abroad from diminiſhing it proporti- 
onally at home. This is to be accompliſhed by open- 
ing loans for foreign expence in foreign countries, and 
by paying the intereſt only of ſuck loans, with the 
greateſt punctuality. L 8 
The difficulty of performing this, is no argument 
againſt it. It muſt either be done, or credit will be 
hurt; becauſe without obtaining credit abroad, it is 
impoſſible to defray any expence incurred abroad, be- 
yond what the metals of your country and the exports 
from 1t can pay : that is, in other words, beyond the 
quantity of metals exported, and general balance in 
my "ou upon all reciprocal payments with the 
world. | WH een f 
It it be ſaid, that nations never pay che intereſt of 
their debts any where but at home, [ anſwer, that it 
18 
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is fo much the worſe for them; becaufe wherever the CMA. 


debt or intereſt is to be paid, the lender always ſtates 
his account as if the payment were made in his own 
houſe. All the expence to hiin of ſending his money 
to the place of ſubſcription, and of drawing back his 
returns, are compared with the intereſt offered by the 
borrower ; and if upon the whole the lender finds his 
account in the bargam, he ſubſcribes; otherwiſe not. 
Since therefore the money borrowed muſt in this caſe 
be ſent abroad, it is an advantage for the borrower to 
be under an obligation to provide a method of ſend- 
ing itz and by that means he will borrow cheaper 
than he can do, when he refunds to every lender all 
his expence and trouble in getting his intereſt remir- 
ted to h j... c | | 

I am now deducing pritieiples, and therefore ſhall 
not enter into a diſeuſſion of the many objeQtions 


which eceur againſt this plan, from foreign confide- 


rations ; ſuch as the facitify it might procure to a 
ſtateſman of defrauding his foreign creditors, and ſe- 
veral others which might be formed: all Iſay is, that 
this is a cheaper and more fyſtematical way of bor- 


rowing, and it has this effect, that it conſtantly. 


points out the ſtate of the external debt, from which 
alone a bankruptey is to be feared | 
Were a favourable balance to return after an ex- 


penſive war, the payment of this foreign debt would 


be the conſequence, as much as now when the pay- 
ment is made at home, and rather more fo, becauſe 
whoever owed a balance (to England, I ſuppoſe) 
would then pay his debts at London, with money 
due by England, payable at Antwerp, for example; 
conſequently, he would transfer at diſcount; and 
when he transferred in favour of an Engliſhman, the 
debts may be conſidered as diſcharged upon the fo- 
reign fund, and ſtated a- new upon the funds payable 
in London, Could the payment of the intereſt of the 
ublic debts be rendered faſceptible of ſuch trant- 
rs upon all occaſions, it would, I imagine, have a 
remarkable effect in favour of public eredit. 
This thought ſuggeſted itſelf, while 4 was conſider- 
| ing 
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Boor IV. ing the ſituation of a country where borrowing, is in 
Paar 4. its infancy; and it occurred as an expedient for pre- 


— venting foreign expence from draining the country of 
the money neceſſary for circulation at bome. Thus, in 
every combination of circumſtances, is the moſt im- 
portant object of a ſtateſman's care, while he is en- 
paged in wars abroad. | 

Now whether the money of a country be paper or 
coin, it is equally taken out of circulation, by every 
foreign payment. When it is coin, it goes out of the 
country, as well as out of circulation: when it is pa- 
pt it does not go out of the country, certainly, = 

y coming upon the debtor in it for payment, it is 
equally taken out of circulation; and what the debtor 
gives for it (viz. a bill of exchange upon another coun- 
try) goes out of the country. And unleſs that bill of 
exchange can be paid with value exported in mer- 
chandize, it will remain a debt upon the country, 
contracted in favour of ſome other nation. 

This I hope will be ſufficient to recal to mind what 
has been fo fully explained in the 1 gth chapter upon 
banks; where the ſame queſtion was ſtated with re- 
gard to the payments Scotland was obliged to make 
to England, towards the end of laſt war. The ſame 
principles operate in the caſe before us, and may be 
applied to every circumſtance in it ; with this diffe- 
rence only, that here the ſtateſman's intereſt is more 
cloſely conned ed with that of his banks than was the 
caſe during the diſtreſs in Scotland: becauſe if he 
does not ſupport them by a ſyſtematical chain of 

conduct, he will drain the fund of circulation by his 
remittances; his credit will fail ; his taxes will not be 
paid; and his people will be oppreſſed. But if he 
purſues his plan ſyſtemarically, circulation will be 
kept full; his credit will be ſupported, his taxes will 
be paid; his people will be eaſy ; becauſe no check will 
be pur either to induſtry or to conſumption for want 
of money ; a great part ot the former ſolid property 
will be melted down into money; whatever part of 
that money is lent to the ſtate will be, by that ope- 
ration, conſolidated into a new ſpecies of proper'ys 
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the public funds; and if after the borrowing ſcheme C's 4»; 
is over (that is, when peace is reſtored) circulation X. 
ſhould be contracted, a part of the money will ſtag- - 


nate in the hands of individuals, and will, in their 


| favour, be realized in that part of the ſolid property 


which was melted down in order to produce it. That 
is, lands will be fold by the former proprietors, and 
will be acquired by thoſe who have money not rea- 
lized in ſtock; and for which circulation has no far- 
ther demand. This is the reaſon why, at the end of 
every war which has run the nation in debt, lands 
have conſtantly riſen in their value, even when con- 
ſiderable quantities of them have been offered to ſale. 

If it be ſaid that the ſtock-holders are theſe whom 
we commonly ſee buying the lands, and not thoſe 
who have ſums not realized: 

I ſhall, in anſwer, obſerve, that the ſtock-holders 
can only buy lands by * ſtock, to thoſe who 
have money not realized; ſo it is ſtill the money not 
realized which is employed in buying every article of 
ſolid property : and even after that operation, the 
money ſtill remains in circulation; becauſe it is im- 
poſſible to realize even paper money itſelf, except 
when the creditor in it becomes proprietor of the pro- 
perty upon which it is ſecured; and if the money be 
coin, it is plain that this cannot be realized any farther 
than it is by nature, When therefore we ſay, that 
a man realizes his money, we do not mean any thing 
farther, than that he gives his money to another in 
exchange for ſolid property. Thus when an eſtate is 
bought in a country where banks upon mortgage are 
eſtabliſhed, a part of the price is commonly taken out 
of circulation altogether z becauſe in conſequence of 
the price paid, the bank is refunded what it had me}t- 


| ed down of the land fold; conſequently, that paper 


becomes conſolidated a-new, as it were, with the 
lands which are relieved of the mortgage. 

But when lands are fold in a country where there is 
no pe the price remains in circulation as before; 
aud if the quantity of coin in circulation ſhuuld exceed 


the uſes for it, a caſe which ſeldom happens in theſe 
days, it would be exported, and gealized abroad. 
When 


An INQUIRY txro tft PRINCIPLES 


Beer IV. When this complicated and ſyſtematiedl ſcheme of 
PART 4- credit is not eſtabliſhed, the infallible conſequence is, 
> that money diſappears : conſequently, intereſt riſes. 


The taxes formerly impoſed cannot be paid: conſe- 
quently, it is in vain to ſeek to augment them; be- 
cauſe in proportion as they are augmented, they be- 
come leſs productive. It money be borrowed upon 
remote funds, engaged for other debts previouſly con- 
tracted, and if public faith be at all events to be pre- 
ſerved, the conſequence-mult then be, that the pub- 
lic will be eat up by uſurers. 
This was the caſe in England during the wars of 
So early as 1706, government, as has been ſaid, 
began to borrow at 6 per cent. upon funds already en- 
gaged. What was the conſequence ? The exchequer 
having no money to pay the intereſt as it fell due, 
paid with tallies; theſe fell to great diſcount, and had 
they remained long in that diſcredited ſituation, lend. 
ing would have ſtopt, or intereſt would have riſen, as 
in France, ſo high as to loſe the name of intereſt al · 
together. This was the caſe, in the example above. 
cited, when ſeven millions ready money, borrowed 
by the late King of France; became a debt of thirty- 
two millions on the ſtate. 3H 
Upon the occaſion above mentioned, government 
availed themſelves of the bank of England, as I ſay 
every private citizen ſhould have a power to do, on 
every occaſion, when his credit is good, though money 
ſhould fail him. They engaged the bank to diſcount 
ail tallies iſſued for intereſt of debts ; that is, in other 
words, to turn thoſe ſticks into money: but as pub- 
lic credit was ſo low that money could not be found 
to diſcharge even the intereſt of the advance made by 
the bank, the government conſented, that all advan- 
ces of that kind ſhould bear compound intereſt quar- 
terly, at 6 per cent. What a monſtrous profit to the 
bank! what a charge upon the ſtate ! Had banks of 
circulation upon mortgages been eſtabliſned at that 
time, money would have come in at a moderate ſim- 
ple intereſt to individuals, who would have availed 
| themſelves 
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themſelves of them, for the payment of all public Cn. 


burdens. Inſtead of which, induſtry was made to ſuf- 
fer ; the public money did not come in; taxation 
ſtopt ; expences went on, and deficiencies were paid 
by the public at this monſtrous charge. 

On the other hand, had it not been for the aſſiſtance 
the bank then gave the ſtate, in circulating thoſe ex- 
chequer taliies, bills, &c. it is very certain that credit 
would have failed as totally in England as it had done 
in France in 1908, when Deſmaretz undertook the 
finances. This miniſter had no bank to avail himſelf 
of, and accordingly he run France in debt at the rate 
of two hundred millions of livres per annum, during 


+ ſeven campaigns ; of which, I am perſuaded, he did 


not receive one half, or near it, in effective value. 
What I have faid will, I hope, be ſufficient to ſhew 
that the only way for any ſtate to borrow, is previ- 


oufly to provide a fund for making good what is a- 


greed upon with the lenders ; and that all expedients 
to ſupply the want of it will in the end bring great ex- 
pence upon the people, either by involving them in an 
exceſſive burden of debts, in caſe public engagements 
ſhould be held ſacred, as has conſtantly been the caſe 
in Great Britain; or by driving the ſtate to a bank- 
ruptcy, as was the caſe in France upon the death of 


the late King. I call it a bankruptcy, becaule all that 


was owing was not paid. A man who pays no more 
than 193. 11 24. in the pound, is a bankrupt, as vel 
as he who cannot pay one f.rthing. 

I now come to the methods of paying off debts 
when already contracted. 

Public debts may be divided into two claſſes, re- 
deemable and irredeemable. Redeemable debts may 
be paid off in ſeveral ways, which ve ſhall briefly e- 


numerate before we compare their ſeveral advantages. 


Firſt then, ſuch debts may be pail off at once, by 
refunding to the credito:s the whole capital, with all 
arrears of intereſt. 

2do, They may be paid off yearly, according to a 


ertain rule to determine the preference, and order of 


payment : for this purpoſe, a determinate ſum muſt 
be ſet apart as a ſinking fund. 
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3tio, They may be paid off cumulatively and pro- 
portionally every year, by incorporating the ſinking 
fund into the money appropriated for diſcharging the 
intereſt, and by placing all that is paid beyond the 
intereſt, as payment in part of the capital. 

4to, They may be paid in one ſenſe, as ſhall be far- 
ther explained, by reducing the intereſt upon the ca- 


pitals without diminiſhing them. 


5to. They may be paid off by converting them into 
annuities for lives. 

610, And laſtly, they may be paid off under the 
value of the capitals, by the means of lotteries; 
where the ſtate may gain what the creditors chooſe to 
loſe from a deſire of gaining. | 

To one or other of theſe methods may be reduced 
all the fair and honeſt expedients which a ſtate may 
employ to get rid of their debts, without any breach 
of public faith, or without proceeding to the extremi- 
ty of preſcribing conditions of payment, which the 
creditors are forced to accept againſt their will. 

As for the irredeemable debts, I apprehend, that, 
without conſent of the creditors, no change upon the 
condition of loan can juſtly be made. 

I (hall next point out the advantages and diſadvan- 
tages of the (ſeveral methods of diſcharging debts, as 
they may affect the ſeparate, or cumulative intereſt 
of a ſtate. | 

Were large debts which have ſubſiſted for a long 
time to be paid off all at once, it would occaſion a 
ſudden and a violent revolution, which is always at- 
tended with inconveniences. | 

Were, for example, the proprietors of lands to can- 
ſent to ſell off a pait of their eſtates for the payment 
of the public debts, the quantity of land brought to 
market, would fink the price of it very conſiderably; 
from which would ariſe a great detriment to land- 
lords. I ſhall not here inquire from whence ſuch a 
ſum of money could come. 

Could a treaſure be brought from India (let me ſup- 
poſe) ſufficient at once to diſcharge the d<bts of Great 
Britain, circulation would become fo glutted with 

| money, 
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would be a temporary loſs to all the former creditors, x. 
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until they had time to lend to the other ſtates of Eu 


rope, who would in conſequence of the revolution, 
link the rate of intereſt upon their own debts. Some- 
thing like this was the conſequence of paying off all 
the debts of France with bank notes in 1920, upon 
which intereſt fell, as we have obſerved above, to 2 
per tent. | 

When, in the ſecond. place, debts are paid off par- 
tially every year, according to a certain rule, it is 
expedient to have the capitals reduced into ſhares of a 
determinate value, as is the practice in France, that 
they may be drawn out as in a lottery. The lots 
drawn may then be paid, and no detriment will fol- 
low to any particular creditor, more than to another: 
becauſe if by being paid there be either profit or loſs 
to the creditor, it will affe the value of the whole 
ſtock in proportion. If, upon the eſtabliſhment of ſuch 
a plan, the ſtock be found to riſe, it will be a proof 
that either the intereſt formerly paid was below the 
common rate, or that the credit of the ſtate was Jook- 
ed upon as precarious: if it ſhould fink, contr 
concluſions may ſafely be drawn. Thy 

This is a common method of paying off debts in 
France, where funds are more commonly divided in- 


to ſhares than in Great Britain. 


In 1759, the King opened a ſubſcription for ſeven- 
ty two millions of livres upon the general farms: this 
ſum was divided into ſeventy-two thouſand actions, 


bearing 5 per cent. and it was ſtipulated, that upon 
the renewal of the farms in 1762, twelve thouſand 


actions ſhould be drawn by lot, and paid off month- 
ly; fo that in ſix months the whole debt was to be 
diſcharged. 

The third method of applying what is annually 
paid above the intereſt, in extinction of the ay ogy 13 
the meaſure propoſed by Cardinal Richlieu for dif- 
charging the debts of France z only the Cardinal went 
to work in a very — way, both in determining 

2 ths 
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Boo IV. the intereſt, and in fixing a value upon the capital 
PART g. equally detrimental to the creditors. 


To apply this to an example. Had England at the 


time government firſt eſtabliſhed a ſinking fund, arif 


ing out of the ſavings which were made upon reduc- 
ing the rate of intereſt from time to time, continued 
to pay to the creditors the ſame annual ſums as for- 
merly ; and thereby applied what was paid beyond 
the intereſt, 40 the payment of the capital, there 
could not have been any miſapphcation of the finking 
fund ; and the debts by this time would have been 
greatly diminiſhed. Whereas by applying the ſink- 
ing fund to the ſervice of the year, for the eaſe of the 
people and advantage of the creditors, the conſe- 
quences may prove inconvenient. 

The fourth method of reducing debts is that adopt- 

ed by Great Britain, viz. by reducing the intereſt paid 
upon them, From this we diſcover the reaſon why 
taxes, even in time of war, are ſeldom augmented in 
this kingdom much above the proportion of the in- 
tereſt of the money borrowed. 
Me have, in the ſecond chapter of the firſt book, 
boldly declared this to be againſt principles, and the 
authors of ſuch a ſcheme were there ſtigmatized as 
men of no foreſight: we now ſee how much people 
may be miſtaken in their concluſions in political mat- 
ters, when they are formed upon too narrow com- 
binations. | 

Were capitals intended ever to be paid, no doubt 
the conclufion would be juſt; but if it be refolved, 
that capitals ſhall never be conſidered as the object of 
attention, and that the intereſt alone ſhall be looked. 
upon as the real burden, then all payment of capitals 
is unneceſſary, except ſo far as by paying a part of 
them, it may ſerve to reduce the intereſt upon the 
reſt, by making money regorge in the market beyond 
the uſes found for it. 

This plan cannot be carried on while a nation is en- 


gaged in an expenſive war, which abſorbs all the mo- 


ney to be lent: but it becomes the object of a ſtateſ- 
man's care, after peace · is reſtored, and when trade 
begins to bring in a balance upon exportations. 


We 
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We have ſeen how that balance tends every year Car; 


to ditniniſh the capitals due to ſtrangers, and to keep *+ 
the money at home. Then is the time to extend taxats YE 


rf on beyond the uſes found for money to pay the inte · 
luc- reſt. Two or three millions extraordinary raiſed at 
ued the cloſe of a war, and thrown into the hands of the 
for- creditors'of Great Britain, in extinction of their capt» 
ond tals, would ſoon engage them to cry for mercy.” They 
ere would find no outlet but France for ſuch ſums; and 
ing it is preciſely after a war, that France is buſy in play- 
een ing off the arbitrary operations on her debts, wht 
nk- reduces her credit too low for any one to truſt her with 
the money. Let peace continue for à few years, confi- 
Ue- dence will there advance apace, and then it will be: 
come more difficult to make money regorge in Eng- 
pt- land. $ * $ 65950 05510 angry 
aid To fay that taxes are already beyond all bounds, is, 
hy in other words, to ſay the nation is no more in a ſtate 
in of defence: becauſe ſhould Britain be again involved 
in- in an unavoidable war, the conſequence will be, eithet 
to render more taxes indiſpenſable, or to oblige the na- 
ok, tion to ſubmit to any terms demanded by her enemies. 
the lk it be therefore true, that taxes may ſtil] be aug ; 
as mented, the moſt proper time for augmenting them; 
ple is, at the very cloſe of a war; becauſe then every cir- 
at- cumſtance favours the ſcheme, as we ſhall now explain. 
m- We have ſaid above, and experience proves the 
truth of it, that at the end of a war circulation be- 
1bt comes too full for domeſtic. uſes; and that the ſuper- 
ed, Auity of money is realized upon property. This is 
of the conſequence of a ſudden ſtop in national expence. 
ed Were taxes at ſuch a time auginented, part of this 
als regorging money would find a vent by the augmen- 
of tation upon domeſtie circulation which taxes would 
he occaſion; which augmentation would circulate” into 
nd the exchequer, inſtead of becoming conſolidated with 
property, as has been ſaid, and coming into the hands 
Ne of government; would be poured into thoſe of the 
o- creditors, in pay ment of part of their capitals There 
&- it would regorge a new; becauſe it is obſerved, in 
de - veneral, that thoſe who have property in the funds 


3 are 
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Bbox IV. are not apt to ſquander money when unexpectedly 


yn 


Parr 4 thrown into their hands; on the contrary, they are 
commonly found to live very much within their in- 


come “. A 
But ſuppoſe'it ſhould not immediately regorge, it 
would then increaſe expence and conſumption ; con- 
ſequently, would advance induſtry, and render every 
branch of exciſes more productive. In every comby- - 
nation we can form, public opulence would be aug- 
mented : money would regorge at laſt ; and then the 
creditors would come with their r to go- 
vernment to ſuſpend the reimburſement of capitals, 
and to accept, in lieu of that, a diminution upon the 
intereſt. | | FS, 
This is the golden opportunity for diminiſhing the 
public burden occaſioned by debts z and this method 
of compaſſing fo deſirable an end, is far preferable to 
that of compelling creditors to ſubmit to a diminuti- 
on, by offering a ſudden reimburſement, which was 
put in practice in Britain in the year 1749, as has 
been obſer ved. Had the public waited with patience 
one year longer, and then thrown in a few millions 
more than they did into the hands of the creditors, 
the propoſal of reducing the intereſt would have come 


Experience ſhews, that when the debts of a nation have 
come to a height, the public creditors become people of great 
conſequence, upon account of the eaſe and affluence of their cir- 
cumſtances. They are nvt expoſed to the many hidden expences 
incident to land proprietors. They are a claſs in the ſtate 
but lately known; the capital of their wealth is hid; and _ 
ons concerning their figure and rank are as yet unformed. Where- 
as the family of a land proprietor is known; his expence may 

n that of his predeceſſors without much obſervation ; but 
if it ſhould /all below it, he commonly ſinks in the eftimation of 
his neighbours, who ſeldom combine circumſtances which can 
only be gueſſed at. An heir to a landed eſtate, is bred up from 
his infancy with the notion of living like his father : the ſon of 
2 monied man has commonly very different ſentiments; and 
even when any of this claſs takes a turn to expence, the luſtre 
of it is all diſplayed round their own bodies; that is, in their 
own houſe, and in their own families : no country ſeats, hounds, 
horſes, ſervants in every quarter, family intereſt to 2 
little oeconomy in ſpending. In a word, every one feels 
than I can deſcribe, that landed men commonly exceed, and 
monied men commonly live within their income. 


from 
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from the other quarter; which in all bargains. with CM. 
creditors is of the greateſt conſequence to the debtor,., X. 


The ſum of intereſt thus diminiſhed, upon an ob- 
ligation to ſuſpend the reimburſements of capitals for 


a limited time, three queſtions will naturally occur : 


1. Whether the taxes ſhould be diminiſhed in pro- 
portion: or 2. If they ſhould be allowed to ſubſiſt 
with a view to apply the overplus of them to natio- 
nal purpoſes: or g. Whether it may not be moſt ad- 
viſable to turn ſuch a part of the debts into annuities 
for lives, as N the ſaving upon the former 
intereſt paid. The firſt two queſtions I reſerve for 
the following book, where they will be fully examin- 
ed; the laſt is the fifth expedient propoſed for ac- 


quitting the public debts. As the nature of it is a- 
bundantly evident, I ſhall only repeat what I former- 


obſerved, that the method of eitabliſhing a ſinki 


] | 
find, has the advantage of being leſs expoſed to mit 


plications than any other. 
The laſt ex 
the original value, by the means of lotterigs, ſhould 
only take place after intereſt is brought ſo low as to 
cut off any near proſpect of reducing it ſtill farther, 

I ſhall not pretend to gueſs at the loweſt point to 


which the rate of intereſt may be brought, by the 


expedients of increaſing money at will, by the means 
of banks upon mortgage. I have in the ſeventh chap- 


ter of the firſt part of this book, thrown out a hint of 


a land-bank, which opens a very wide field of ſpecu- 
lation; but in this place, it would be unneceſſary to 
enlarge upon that ſuhject. 

Let me ſuppoſe the rate of intereſt brought lower in 
Britain than any where elſe, it will nevertheleſs be 
ſubject to periodical riſings, on many occaſions. 

Upon every ſuch emergency, capitals will fink in 
the market below par. 

It is then only that a ſtate can have recourſe to this 


laſt expedient of opening lotteries, and taking in ſub- 


ſcriptions at the market price of the funds ſubſcribed 
ito them. And although the annuities to be paid 


S 4 upon 


. 
2 

» = * 

* _- 


ient of paying off capitals, below 
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Faxx 4. tereſt at the time, and conſequently conſiderably a- 
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bove the ſtandard of the other debts; yet the fame 
methods of reducing it afterwards will conſtantly pro- 
duce their effects, and thereby diminiſh the capital 
by degrees. — | | 
In like manner, in time of war, when the public 
funds fall greatly in their price, government may 
open new ſubſcriptions, and receive payment for them 
in their own paper at the market price, allowing a 
ſmall premium in the rate of intereſt. If the credi- 
tors willingly ſubſcribe upon theſe conditions, no vio- 
lation of public faith can be alledged. By this ope- 
ration, the capitals will be diminiſhed, and the ad- 
vanced rate of intereſt paid during the war, will re- 
turn upon the peace to where it was: then the new 
ſubſcriptions may be paid off, or ſubſcribed for again 
at a lower rate than before, | et 
Suppoſe it then reſolved, that in time of war, the 
nation's creditors ſhould be allowed, at certain times, 
to fubſcribe their capitals in books opened at the 
bank for that purpoſe, one quarter per cent. above the 
ſelling price. Would not this have the good effect of 
ſupporting the price of ſtocks on one hand, and of 
reducing the capital of the national debt upon the 
other ? 3 8 
Let me ſuppoſe that in time of war, the 3 per 
cents. (ell at 944, might not government receive them 
at 75, and conſtitute the new ſubſcription at 4 per 
cent. What intereſt could any one have not to ſub- 
ſcribe, who at ſuch a time intends to fell his ſtock ? His 
3 per cent. ſold to government at 75, and turned into 
a 4 per cent. would afterwards, when fold in the mar- 
ket, produce & per cent. more than if it had not been 
jubſcribed into the new fund, | 
Perhaps in Change alley, where calculation is car- 
ried to the utmoſt pitch of refnement, even this 
eventual advantage to government might ſink the va- 
lue of the new 4 per cents Let this be allowed. The 
anſwer is, that when people compute with ſuch nicety, 
and comprehend in their calculations every 3 
ſtance 


lation of both. 
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ſtance the moſt minute, it is, I think, the in- Czar. 


tereſt of a ſtate (whoſe views ſhould extend far be- 


yond the period of human life) to grant a premium 


upon ſuch ſubſcriptions more than ſufficient to indem- 
nify the ſubſcribers, according to the moſt rigid cal- 


culation concerning their preſent advantage. 


The ſmalleſt profit to be diſcovered by the niceſt 
pen will engage the monied man to ſubſcribe ; conſe- 
quently, the capitals of debts may be diminiſhed, at 
a loſs to the public almoſt imperceptible. And for 
this imperceptible loſs in the mean time, the greateſt 
national advantage may be obtained at a diſtant 
period. | 

It is now fuli time to cloſe this book, Which has 
ſwelled far beyond its due proportion. The ſubject 
of credit and debts is fo connected with many queſti- 
ons relating to taxes, and to the application of their 
amount, that the connection of the ſubject would have 
ſuffered little in blending them together. But as J 
find it is a great relief to the memory to inter poſe, 
now and then, a pauſe; and as taxes were intended 
to be treated of by themſelves, according to the plan 


l at firſt propoſed, I ſhall make no alteration in it. 


At the end of the firſt and ſecond books, I ſubjoin- 
ed a chapter of recapitulation; in the third book, 
this was ſupplied by a very full table of contents; 
here, becauſe of the intimate connection of the ſub- 
ject of this and the following book, I ſhall refer the 
reader to the end of the volume, for a full recapitu- 
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OF TAXES, AND OF THE PROPER APPLI- 
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INTRODUCTION. 


 Boox v. T H F ſubject of taxes is fo cloſely connected with 


every branch of political oeconomy, that I have 
not been able to avoid anticipating a ſubject, which, 
according to my plan, is left for the concluſion of 
this work, ht 

What has been hitherto introduced concerning 
taxation, in treating of induſtry, trade, money, cre- 
dit, and debts, relates ans to the effects of 
taxes upon circulation, prices, and ſeveral other things 
relatively to thoſe ſubjects. 

What therefore remains, not as yet touched upon, 
chiefly concerns the principles which determine the 
nature of every tax, relatively to the intereſt it is in- 
tended to affect. | 1 

; 0 
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To inveſtigate the different conſequences of taxes IuraoD. 
when impoſed upon poſſeſſions, and when upon con —W 


ſumption, are queſtions which relate directly to the 
principles of taxation. But in this book I ſhall alſo 
have occaſion to trace out, farther than as yet I have 
done, certain combinations concerning the effects 
which taxes have in multiplying the fund of circulati- 
on: and as the augmentation. of taxes tends greatly 


| to increaſe money, 1 am thence led to examine, how 


far the advantage gained by the ſuppreſſion of taxes 
may not be more than compenſated to a nation, by 
the inconveniencies proceeding from ſo great a dimi- 
nution of circulation. 

Taxes have all along been ſuppoſed to enhance the 
price of living ; we ſhall therefore have an opportuni- 
ty of inveſtigating the proper exteut to be allowed to 
that general propoſition. 


CHAP. 


268 An INQUIRY ro Tue PRINCIPLES 
Book V. | | 4+ k# ER | 4 
* CHAP. I. 


Of the different Kinds of Taxes. © 


AXES have been eſtabliſhed in all ages of the 
world, under the different names of tribute, 
tithe, tally, impoſt, duty, gabel, cuſtom, ſubſidy, 
exciſe; and many others needlels to recapitulate, and 
foreign to my ſubject to examine. hap wats 
- Though in every ſpecies of this voluminous cate- 
gory, there are certain characteriſtic differences; yet 
one principle prevails in all, upon which the definiti- 
on may be founded. n 
Junderſtand therefore by tax, in its moſt general 
acceptation, à certain contribution of fruits, ſervice, or 
money, impoſed upon the inaruiduals of a flate, by the 
act or conſent of the legiſlature, in order to defray the 
expences of government. 

This definition may, I think, include, in general, 
all kinds of burdens which can poſſibly be impoſed. By 
fryits are underſtood either thoſe of the earth, of ani- 
mals, or of man himſelf, By ſervice, whatever man 
can either by labour or ingenuity produce, while he 
himſelf remains free. And under money is compre- 
hended the equivalent given for what may be exact- 
ed in the other two ways. 

have no occaſion to conſider the nature of ſuch 
taxes as are not of uſe in our days. Tributes of ſla ves 
from conquered nations are as little known in our 
times, as contributions of ſubſiſtence from the ſub- 
zeAs of the ſtate. : 

I divide, therefore, modern taxes into three claſſes. 
1. Thoſe upon alienation, which 1 call proportional : 
2. Thoſe upon poſſeſſions, which I call cumulative or 
arbitrary: and 3. Thoſe exacted in ſervice, which I 
call perſonal. Theſe terms muſt now be fully ex- 
plained, that I may uſe them hereafter without being 
miſunderſtood, 


A proportional tax preſents a {imple notion. : 
| | t 
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It is paid by the buyer, who intends to conſume, ens 


at the time of the conſumption, while the balance of 


wealth is turning againſt him; and is conſolidated w=w— 


with the price of the commodity 
Examples of this tax are all exciſes, cuſtoms, ſtamp- 


duties, poſtage, coinage, and the like. 


By this definition, two requiſites are neceſſary for 
fixing the tax upon any one: firſt, he mult be a 
buyer; ſecondly, he muſt be a conſumer. Let this 
be retained, | 

A cumulative or arbitrary tax, preſents various 
ideas at firſt fight, and cannot well be defined until 
the nature of it has been illuſtrated by examples. 

It may be known, 1mo, By the intention of it; 
which is to affect the poſſeſſor in ſuch a manner as to 
me ke it difficult for him to augment his income, in 
proportion to the tax he pays. 855 | 

2do, By the object, when inſtead of being laid up- 
on any determinate piece of labour or contumption, 
it is made to affect paſt and not preſent gains. 

tio, By the circumſtances under which it is levied, 
which imply no tranſition of property from hand to 
hand, nor any change in the balance of wealth be- 
tween individuals. | 

Examples of cumulative taxes are land-taxes, poll- 
taxes, window taxes, duties upon coaches and fer- 
vants, that upon induſtrie in France, and many others. 

A perſonal tax is known by its affecting the perſon, 


rot the purſe of thoſe who are laid under it. Exam; les 


of it are the corvee, in France; the fix days labour 
on the high roads, and the militia ſer vice before pay 
was allowed, in England “. | 
Haying hus explained what I mean by proportio- 
nal, cumulative, and perſonal taxes; it is proper to 
obſerve, that however different they may prove in 


The corwee in France is the perſonal ſervice of all the la- 
bouring claſſes, for carrying on public works. Were they paid 
for in money, it is computed they would amount to no more 
than 1 200 ooo livres a year. This tax was omitted in the ac- 
count of the French revenue. 


their 
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Boox V. their effects and conſequences, they all agree in this, 
—— that they ought to impair the fruits and not the fund; 
© the expences of the perſon taxed, not the ſavings; 


the ſervices, not the perſons of thoſe who do them. 

This holds true in every denomination of taxes. In 
former days, when annual tributes of ſlaves were paid, 
and even at preſent among the Turks, where it is 
cuſtomary to recruit the ſeraglios of great men by 
fuch contributions, I conſider the young women who 
are ſent, as part of the fruits of the people who ſend 
them. This is a fundamental principle in taxation ; 
and therefore public contributions, which neceſſarily 
imply a diminution of any capital, cannot properly be 
ranged under the head of taxes. Thus when the 
Dutch contributed,” not many years ago, the hun- 
dredth part of their property towards the ſervice of 
the ſtate, I cannot properly conſider that in the light 
of a tax: it was indeed a moſt public ſpirited con- 
tribution, and did more honour to that people, from 
the fidelity with which it was made, than any thing 
of the kind ever boaſted of by a modern ſociety. 


— 8 


HRA. II. 


Of proportional Taxes, and their proper Olject. 


HATEVER exiſts for the uſe of man, ſo fat 
as it is conſidered as a fund for taxation, may 
be claſſed under the following heads: 1. The pro- 
duce or fruits of the earth; 2. the produce of the in- 
duſtry of man; or 3. his perſonal ſervice, Farther, 
Fruits cannot be obtained without the neceſſary la- 
bour of man and cattle. As this labour preſuppoſes 
all the neceſſary conſumption of maintenance, &c. 
the produce of the land muſt be underſtood, with 
regard to taxes, to be that part of the fruits only 
which remains after deducting an equivalent for all 
neceſſary expences in making the earth produce them. 
The net produce alone of the earth is to be conſider- 


be brought into exiſtence without ſome expence, vis. 
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ed as a fund liable to taxation; and every contribu- C n 4 x. 


tion which bears not a juſt proportion to that quanti- 


ty, is wrong impoſed, as ſhall be ſhewn as we go along... 


Again, as tothe produce of public work : this cannot 


the maintenance of the workman ; that is to ſay, his 
food, raiment, fire, lodging, and the expence he is 
at for tools, and every other neceſſary. This we ſhall, 
for the future, call his phyſical-neceſfary. The value 
of the work, over and above an equivalent for theſe 
articles, is the only fund to be taxed with regard to 
the workman. | | 

As to work itſelf, we have ſeen above (Book II. 
chap. 26.) in the general diſtribution of things which 
may be purchaſed with money, how it was ranged 
under the claſs of things incorporeal. For that rea- 
ſon the work performed cannot come under taxation; 
and therefore the perſon working, who by work ac- 
quires a balance in his favour, is brought to be af; 
ſected by proportional taxes upon the articles of his 
conſumption ; and when it is found that theſe articles 
ſuffer no alienation before they are conſumed by him, 
and conſequently eſcape taxation, then he may either 
be laid under the cumulative taxes, which will affect 
his wealth, or under the perſonal, which are paid in 
work itſelf, and in that reſpect may be conſidered as 
the fruit of the man. | 

Nothing would be ſo eaſy as a general rule for im- 
poling proportional taxes, did the labourers of the 
ground actually conſume a part of the fruits of the 
earth, and the other induſtrious claſſes a part of theit 
own work, in lieu of this phyſical- neceſſary. In that 
caſe, nothing but what remained of fruits and work, 
not already conſumed by the immediate producers, 
would come to market for the ule of thoſe who da 
not work; but who have an equivalent to give for it 
out of the produce of paſt induſtry. Were that, 
ſay, the caſe, then at the time of alienation (or as we 
expreſſed it in the 26th chapter of the ſecond book, 
at the time when the balance of wealth is going to turn 
in favour of the induſtrious, againſt the idle conſu- 
| mer) 
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Boox V. mer) a tax proportional to the value of* the alienati- 
on might, with the greateſt propriety, be impoſe 


Fs 


as we ſhall preſently diſcover. > 
This, I bope, will recall to mind the principles 
deduced in the chapter above cited, where we made 
it appear, how the induſtrious claſſes, who furniſh 
conſumable commodities for the price of their over- 
lus, muſt conſtantly have the balance of wealth turn- 


ing in their favour: and when once they arrive at a 


certain degree of eaſe, proportional to their ambition, 


then they give over working, and become incorpo- 
rated into the claſs of thoſe who have enriched them. 

Thus matters go on in a perpetual circle. The 
induſtrious become eaſy, and the public lays the con- 
ſumers under a perpetual contribution in proportion 
to their expence. 

The hypotheſis we have made, is not entirely a- 
greeable to matter of fact; becauſe the operation of 


taxes is far more complex than we have deſcribed it 


to be; but by ſimplifying it, as I have done, it ſerves 
to give an idea of the reſult, or general conſequence 
of propottional taxes, which, when properly impoſed, 
do affect the idle only, but never the induſtrious. 

Were, I fay, the operation of taxation as ſimple as 
we have repreſented it, nothing would be more eaſy 
than to deduce its principles. Nothing would come 
to be refunded to the labuurer or workman, at the 


ale of his ſurplus. This ſurplus would be equal to 


the whole produce of the earth, and whole induſtry 
of the country, deducting the phylical-neceſſary of 
all the induſtrious; and this phylical-neceflary need 
not then be dedutted ; becauſe it is ſuppoſed to be 
conſumed in the very production of the ſurplus, as 
the aqueous part of ſea water is conſumed before you 
can have the ſalt. 

This illuſtrates what has been ſaid, viz. that the 
fruits of the earth are only to be reckoned to exiſt, 
after deducting the neceſſary expence of 2 
them. For though in fact a farmer poſſeſſes all his 


crop after harveſt, yet part of it, as zo him, is virtu- 
ally conſumed out of his own ſtock, or that of others 
who 
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| who have furniſhed him food and neceſſaries all the C H A Ps 


time it was coming forward: confequently, that part 
neither belongs to the ground, or to the farmer. 

If it be urged till, that the whole muſt be ſuppoſ- 
ed to exiſt with regard to the ſtate, I agree to the 
propoſition ; but according fo our argument, it muſt 
not be ſuppoſed to exiſt in favour of the ſtate, to the 
prejudice of the farmer; for this reaſon, that the to- 
tal of the farmer's expence muſt be underſtood to 
have been taken from the ſurplus of other people's 
induſtry, and therefore if the crop be ſuppoſed to ex- 
iſt with reſpect to the ſtate, becauſe it is in the far- 
mer's yard, the ſurplus of induſtry which he has con- 
ſumed muſt not be ſuppoſed tu exiſt in favour of the 
ſtate, at the ſame time. But as the farmer is ſup- 
poſed to have paid the tax upon what he has borrow- 
ed and conſumed, he muſt draw it back from thoſe 
who, in their turn, are to conſume his crop: and if 
he draws it back, he cannot be ſaid to pay it, although 
the ſtate profits of it as much as if he did. 

Does it not appear from this analyſis, that a ſtate 
can only take gratuitouſly and proportionally out of 
the ſurplus of fruits and induſtry ? now what is here 
called ſurplus, relatively to the induſtrious, is the 
neceſſary fund of conſumption for all the rich and 
idle; conſequently, were the ſtate to diminiſh any 
part of the guantity, the idle and the rich would be 
d-prived of a ſufficiency : but in regard that thoſe 
who do not work give money, which is the price of 
all things, in exchange for what they conſume, there 
the ſtate ſteps in, and ſays, we aſk nothing of thoſe _ 
who have nothing but their phyſical- neceſſary, this 
they have been allowed to take; we take none of 
their ſurplus from them, this we allow them to ſel] to 
you : but as for you, who do not work, and have in 
your coffers wherewithal to purchaſe the labouts of 
your induſtrious brethren, this labour you ſhall not 
profit of, unleſs you give the ſtate a certain value out 
of your wealth, in proportion to the work and fruit 
you are going to conſume, although you have contti- 
buted nothing towards the production of it. 

Vor. III. | * Hence 
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Hence it appears evident, that without money there 


could be no tax impoſed ; for were the ſtate to take 


their proportion of the rea] ſurplus, and diſpoſe of it 
out of the country, a part of the inhabitants would 
be ſtarved. But by an equivalent being found, 
uite different from the ſurplus ifelf, of no uſe for 
ſubſiſtence, the whole produce of induſtry is left for 
the uſe of thoſe who have it; the ſtate takes what 
part of the equivalent they pleaſe from the idle; and 
no body ſtarves, but ſuch as have not money, nor in- 
duſtry, nor the talent of exciting the compaſſion of 
the charitable. | | 
By this ſimple repreſentation of a moſt complicated 
operation, | have been able to deduce the capital 
principle of proportional taxation, If the reaſoning 
be found ſolid, it may be retained ; becauſe we ſhall 
have occaſion to recur to it, at almoſt every new 
combination. 


An A 


Heu proportional Taxes are drawn back by the induſtri- 
ous, and how that drawing back is the only reaſon why 
Taxes raiſe the Prices of Commodities. 
W HA perplexes our notions in the theory of 
proportional taxation, is, that the induſtrious 
man, inſtead of bringing his ſurplus to market, is 
obliged to bring the whole of his work. 

Let me, therefore, ſuppoſe him to be creditor upon 
one part of his work, and proprietor of the other. 
This will divide it, as it were, into two parts, which 
| ſhall cali (A) and (B). 

(A) repreſents that part upon which he is creditor, 
and anſwers to all the expence he has already been at ; 
that is, to his phyſical- neceſſary, as we have called it. 
This we have ſaid ought to be conſidered as virtually 
conſumed by the workman, and if a tax be raiſed up- 


on it, it, muſt not affect him; that is, he muſt 
draw it totally back from the perſon to whom he diſ- 


poſes 
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| Poſes of it. (E) on the other hand, repreſents that C n a x, 


ar Pie, radar name» / II, 
part of which he is proprietor, to wit, his profit; = —.— 


therefore may either be taxed or not, as the ſtate ſha 
think fit. 

If it be taxed in the hands of the induſtrious man, 
withour ſuffering an alienation, the tax will be of a 
cumulative nature, If it be left free to him, and 
taxed to the perſon who buys it, it will be of the 
proportional kind, as we ſhall fee afterwards. Again, 

In the firſt cafe, iu will check the growing wealth 
of the induſtrious man; in the ſecond, it will accele. 
rate the diſſipation of the buver. 

Taxes, therefoze, of the firſt Kind, are proper to 
be impoſed in countries where the ſtate is jealous of 
growing wealth, as we have obſerved in the 25th 
chapter of the ſecond book. If the tax, again, be 
laid upon the buyer, then the balance turns in favour 
of the induſtrious man, in proportion to the full a- 
mount of (B), and produces no other effect than to 
accelerate the diſſipation of the buyer. | 

Let us now take in a new combination. 

If, when the work is brought to market and ſold, 
the price ſhall not exceed the value of the induſtrious 
man's (A), then he is of the claſs of thoſe we call 
pbyſical: neceſſarians, who accumulate no profits. If 
the price be leis than (A), he becomes a load upon 
the ſtate, a bankrupt to thoſe who have fed him up- 
on credit, and will die for want, unleſs he be ſup- 
ported by charity. | 

So far with regard to the ſeller: next as to the buyer. 

The buyer appears at market with his money, 
When he comes there he mult give, firſt, an equiva- 
lent for the prime coſt of the merchandize ; that is, 
he muſt refund every expence neceſſarily incurred in 
producing it; or he muſt refund the value of (A). 
Next, the induſtrious man has a claim upon him for 
his profits, viz. his (B). Then comes the ſtate, who 
claims a part of his wealth, in regard that he is going 
to purchaſe what his own induſtry has not produced. 

This is the tax; 1 ſhall call it (C). This tax will 
be found of the proportional kind, It will not affect 

2 the 
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Boox V. the growing wealth of the ſeller, but it will accele- 
te the difhpation of the buyer; and will pull down 


the ſcale againſt him, in favour of the induſtrious. 

This is a proper tax, in countries where the ſtate 
obſerves the maxim of ſharing the wealth of thole 
who diſſi pate. | 

Let us now take in another combination. Let us 
ſuppoſe this buyer to be an induſtrious perſon, and 
the thing bought to be a neceſſary material for the 
manufacture in which he is employed. Is it not plain, 
that when the ſecond induſtrious man comes to market 
to ſell his work, which I alſo ſuppoſe compoſed of his 
(A) and (B), that his (A) is a ſtil more compounded 
body? It firſt includes his own phyſical-neceſlary, as 
above: 2. the (A) and (B) of the man from whom he 
bought the materials: and 3. the (C) which he paid 
to the ſtate for the liberty of acquiring what he him- 
ſelf had not produced. 

Whoever therefore buys from the ſecond induftri- 
ous man, muſt, in like manner, refund to him his 
full (A); he muſt alſo pay him his (B) ; and thea he 
will find the ſtate claiming their (C), as in the 
former operation. 

This being done, let us examine the intereſts of 
all parties. The firſt induſtrious man has no reaſon 
to complain of the tax; becauſe he was paid his ne- 
ceſſary expence (A), ard alſo his (B) for his profit; 
and the ſtate realized the tax at the expence of the 
ſecond induſtrious man, who paid it. Now we ſaid 
that the diſſipation of his wealth was accelerated in 
proportion to the value of what he paid for (C); but 
as he is none of the idle, and as the thing bought was 
a material neceſſary for his manufacture, the ſæcond 
buyer finds himſelf obliged to refund the whole a- 
mount of the firſt (A), (B), (C); becauſe the ſum 
of them make a part of the ſecond man's (A). Now 
it is the refunding of this (C) to the induſtrious man 
which is the only circumſtance, from which proceeds 
the riſe in the price of commodities, in conſequence 
of proportional taxes. Moreover, the ſeeond buyer 


muſt pay the ſecond induſtrious man's (B), in 2 
0 
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of the balance which is going to turn againſt him; Cn a x. 


and laſt of all, he muſt pay the ſecond (C), which is 
the ſhare the ſtate requires of him, in order to accele- 
rate his diſſipation. 0 

Now let us obſerve, that if the commodity bought 
by the ſecond induſtrious man, be not neceſſary for 
the exiſtence of his manufacture, it cannot enter into 
his (A), and therefore muſt be diminiſhed upon his 
(B); and if his (B) cannot pay it, then he will owe it 
to ſome body, and for the future muſt either abſtain 
from ſuch expences, or leave off working, in favour 
of thoſe who can live without them. 

Let me illuſtrate all this by an example. 

A tanner ſells his leather to a ſhoemaker ; the ſhoe- 
maker in paying the tanner for his leather, pays 
the tanner's ſubſiſtence and profit, andthe tax upon 
leather. 

The man who buys the ſhoes for his own conſump- 
tion, refunds all this to the ſhoemaker, together with 
his ſubſiſtence, profit, and the tax upon ſhoes, con- 
ſequently, the price of ſhoes are raiſed, only by re- 
funding the taxes paid by the induſtrious, 

But if the ſhoemaker's ſubſiſtence ſhould happen 
to include either tavern expences, or his conſumption 
on idle days, he will not draw theſe back; becauſe 
other ſhoemakers who do not frequent the tavern, and 
who are not idle, will underſell him: he muſt there- 
fore take his extraordinary expence out of his profits; 
and if his profit be not ſufficient, he muſt run in debt 
o the tavern-keeper. | 

The extravagance and idleneſs, therefore of parti- 
cular workmen do not check induſtry, nor raiſe 
prices ; for theſe will always be in proportion to de- 
mand, and there is no reaſon why demand ſhould ei- 
ther riſe or fall, becauſe a particular workman 1s ex- 
travagant, or conſumes a commodity not neceſſary for 
his manufacture or ſubſiſtence. | 

From this example there ariſes a new combination: 
that in proportion as the induſtrious do not conſume 
of the produce of their own induſtry, but come to 
market with the whole, and then purchaſe the work 
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light of idle conſumers, who do not work, but pur- 
chaſe with money the fruits of the induſtry of others. 
By this operation, the taxable fund is augmented be- 
yond the extent of the general ſurplus called (B). The 
reaſon is plain; Whatever is brought to market is 
ſuppoſed to be ſurplus, as it may there be bought by 
the idle as well as the induſtrious. The only diffe- 
rence is that the firſt do not draw back the tax, and 
that the ſecond do, as we have already ſhewn. 

From this reaſoning we may conclude, that the way 
to carry proportional taxes to their utmoſt extent, is 
to draw all commodities to market, to engage every 
one to carry thither the whole produce of his induſtry, 
and buy whatever he ſtands in need of. | 

But which way will you engage either a farmer to 
ſell his crop, and buy ſubſiſtence from another; or a 
ſhoemaker to {ell his own, and buy his neighbour's 
ſhoes? The thing is impracticable; and were it at- 
tempted, it would prove an arbitrary proceeding, and 
a cumulative tax laid upon their induſtry :. a tax 
which, by the nature of it, they cannot draw back, 
as we ſhall preſently fee, and from this circumſtance 
alone proceeds the whole oppreſſion of it. 

Let me next analize the price paid by the laſt buyer, 
whom we have called the rich and idle conſumer of 
the manufacture, who can draw nothing back from 
any body. | 

is it not compoſed of the whole value of the ſub- 
ſiſtence, of the work, of the profits, of the tax ? The 
whole reimburſement of all former payments and re- 
payments lands upon him. Thoſe, who have been at 
all the expence, appear in the light of his ſervants 
and agents, who have only advanced money upon 
his account. | 

How abſurd, therefore, is it either to lay, that all 
taxes fall ultimately upon land; or as others, for no 
better reaſon, pretend, that they fall upon trade. I 
fay, that this category of taxes which I have now 
been deſcribing, and which I ſhall ſtill more fully ex- 
plain in a ſubſequent chapter, never can either fall 


upon, 
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upon, or affect any perſon but the idle; that is to ſay, Cnr, 


the not induſtrious conſumer, If there be found a 
poſſibility for any conſumer to draw back the tax he 
has paid, I ſay he is of the claſs of the induſtrious, in 
one way or other: and I farther ſay, that ſuch a tax 
raiſes the price of the commodity, But by drawing 
back, I underſtand, that the repayment is an inſepa- 
rable conſequence of his having paid the tax, I do 
not, for example, ſay that a place-man draws back 
his taxes by the emoluments of his office: but I ſay a 
brewer draws back his exciſe by the ſale of his beer. 

Let this principle alſo be retained, that with re- 
ſpect to the conſumption of ſuperfluities by the manu- 
atturing claſſes, they. muſt be conſidered as being of 
the claſs of the rich and idle, as much as the firſt 
duke in England. When therefore the extravagance 
of the manufacturing claſſes becomes general, and 
when the rate of the market can afford them great 


wages, relatively to the price of neceſſaries, {ſuch pro- 


fits conſolidate into the price of the manufacture, ac- 
cording to the principles laid down in the 1Qth chap- 
ter of the ſecond book. The ſtateſman then mutt 
endeavour to create a competition, by introducing 
freſn and untainted hands into ſuch branches. This 
will be a ſure check upon the induſtrious, and, if 
rightly applied, will prevent all frauds, all pretences 
for the riſe of the price of labour on account of taxes: 


and, if carried to the full extent, will prevent any 


induſtrious perſon from enjoying either a day's idle- 
neſs, or the ſmalleſt ſuperfluity; except in conſequence 
of his peculiar dexterity, or extrinſic advantages. 


3 


Of cumulative Taxes. 


] SHALL not here repeat what I have already (aid 
concerning the charaCteriſtics of this kind of im- 
polition ; but after citing ſome examples, I ſhall exa- 
mine it more cloſely, as to its nature and conſequences. 

p ae The 
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The moſt familiar examples of it to an-Engliſhman, 


L—— are tithes, land-tax, window-tax, and poors- rates. 


The moſt familiar examples to a Frenchman, are 
the Taille, Fourage, and Uſtencil, (which go commonly 
together) alſo the Capitation, the Dixieme, the Vingti- 
eme, and the Induſtrie “. 

The nature of all theſe taxes, is, to affect the poſ- 
ſeſſions, income and profits of every individual, with- 
out putting it in their power to draw them back in- 
any way whatever; con ſequently, ſuch taxes tend ve- 
ry little cowards enhancing the price of commodities. 

"Thoſe who come under ſuch taxes, do not always 
eonſider that their paſt induſtry, gains, or advantages 
af fortune, are here intended to ſuffer a diminution, 
in favour of the ſtate; for which outgoing they have, 
perhaps, made no proviſion. f 

When people of the lower claſſes, inſtead of being 
ſubjected to proportional taxes, are laid under ſuch 
impoſitions, there reſults a great inconvenience. They 
are allowed to receive the whole profit of their in- 
duſtry, which in the former chapter we called their 
(B), the ſtate however reſerving to itſelf a claim for a 
part of it: this, inſtead of being paid gradually, as 
in a proportional tax, is collected at the end of the 
year, when they have made no proviſion for it, and 
conſequently they are put to diſtreſs, 

Beſides, how hard is it todeprive them of the power 
of drawing back what they pay? and how ill judged 
to truſt money with thoſe who are ſuppoſed only to 


* The Taille is properly a land- tax, to which men called noble 
are not ſubjected. he reaſon of which is, that it was origi- 
nally impoſed in lieu of ſuch perſonal military ſervices as were 
peculiar to the lower claſſes. 

The Fourage and Uſenci/ are laid upon all thoſe that pay the 
taille, and are in proportion to it. The firſt is appropriated for 
the ſubſiſlence of the cavalry, when they are in quarters; the laſt 
for kettles and ſmall utenſils for the infantry. 

The C ap:tation is the poll-tax. The Dixicmes and Vingtiemes 
have been already explained, and tithes are well known to 
every one | | 

The Induſtrie is that impoſition arbitrarily laid on by the In- 
tendants of provinces, upon all claſſes of induſmrious people, in 
proportion to their ſuppoſed profits in every branch of buſineſs. 

| : Zain 
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procuring the articles of eaſe and luxury, ſhould not 
be left in the hands of thoſe who are not permitted to 
enjoy them, 

From this we may conclude, 1, That the more 
ſuch taxes are proportional to be taxed, 2. the more 
evident that proportion appears; and 3. the 
more frequently and regularly they are levied, the 
more they will reſemble proportional taxes, and the 
leſs burden will be found in paying them. Let me 
illuſtrate this by ſome examples. 

The ſtoppage upon a ſoldier's pay, either for the 
invalids, or Chelſea, is a cumulative tax; but the 
method of levying it gives it all the advantages of one 
of the proportional kind. 1½, It bears an exact and 
determinate proportion to the value of his pay. adh, 
This proportion he knows perfectly. And 3zio, In- 
ſtead of receiving the whole into his own poſſethon, 
and paying the hoſpital at the end of the year, it is 
regularly and gradually retained from him at every 
payment. 

Tithes are a cumulative tax; but they are accom- 
panied with all the three requiſites to make them light; 


although in other reſpects they are exceſſively bur- 


denſome. 1ft. They bear an exact proportion to the 
crop. 2dly, This proportion is perfectly known. 2dly, 
Nature, and not the labourer makes the proviſion. 
But they fall upon an ah 08 r object: they affect 
the whole produce of the * and not the ſurplus ; 
which laſt is the only fund that ought to be taxed. 

The land-tax in Scotland bears, ½., a very deter- 
minate proportion to the valuation of the land; and 
has, 2dly, the advantage of being well known to eve- 
ry contributor ; ſo that proviſion may eaſily be made 
for it, But the third requilite 1s wanting : the pro- 
prietor having the public money in his hands, often 
applies it to private purpoſes ; and when the demand 
is made upon him, he is put to diſtreſs. 
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The taille, in many provinces of France, bears, 


S——- firſt, a very exact proportion to the value of the land “. 


But in the ſecond place, the proportion 1s entirely 
unknown to the man who pays it ; being no where to 
be ſeen but in the offices of the intendant and his 


_ deputies | 
And in the laſt place, the whole payment comes at 
ogce. a 


What hides, and conſequently deſtroys this pr 

rtion, is, that after the diſtribution is laid on, as 
in Scotland, at ſo many ſhillings in the pound of va- 
luation, the full ſum intended to be raiſed does not 
come in; either becauſe the intendant has given ex- 
emptions to certain pariſhes, on account of the acci- 
dents of ſterility, hail, mortality among the cattle, 
and the like; or becauſe the property of a part of 
the pariſh has fallen into the hands of people exempt- 
ed from the taille; or that others, who. were really 
bound to pay part of it, are become inſolvent. The 
intendant mult then make a ſecond, and perhaps a 
third general diſtribution of the deficiency upon all 
the coutributors, in the moſt exact proportion to the 
fir't, but yet by their nature impoſſible to be foreſeen, 
It is for theſe reaſons chiefly that the zai/le in that 
kingdom is ſo grievous. | 

Theſe ſecond diſtributions of the tax, 1/, deſtroy 
the proportion between the tax and the revenue tax- 
ed. 2dly, They make it impoſſible to judge of the 
amount of them And laſtly, the demand comes at 
once, when, perhaps, the money has been otherwiſe 
applied. 
| he French tax upon induſtry is more grievous 
ſtill; becauſe none of ihe three requiſites above-men- 
tioned are allowed to operate. 
This taxis ſupp ſed to be proportional to the profits 
made upon the trade, and other branches of induſtry, 
not having the land for their object. All merchants 


This ſort of taille is called rarife ; becauſe it is impoſed 
according to a valuation of the land. It is a late improvement; 
but ſtill is expoſed to numberleſs inconveniences, which are 
mentioned in the text. | 

and 
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and tradeſmen, in cities, and in the country, pay the Cn Ar. 
tax called Induſtrie; and the reaſon given for eftabliſh- IV. 


ing this tax, as I have ſaid in another place, is in or- 
der to make every individual in the fate contribute 
to the expence of it, in proportion to the advantages 
hereaps. Nothing would be more juſt, could it be 
put in execution, without doing more hurt to the 
ſtate, than the revenue drawn from it can do good, 

I ſhall now ſhew how, in this tax, all the three re- 
quiſites we have mentioned are wanting. 

1,10, By its nature, it can bear no exact proporti- 
on to the profits of the induſtrious man; ſince nobody 


but the perſon taxed can fo much as gueſs at their 


extent. 

2do, it cannot poſſibly be provided for, as no check 
can be put upon the impoſer, unleſs ſo far as general 
rules are laid down for each claſs of the induſtrious ; 
and from theſe again other inconveniences flow, as 


| ſhall be obſerved. 


- 3710, it comes at once upon poor people, who have 
been frequently forced to beg for want of employment 
before the tax-gatherer could make his demand ; and 
thoſe whoremain, frequently become beggars before 
they can comply with it. | 

I ay that from the general rules laid down for re- 
gulating this tax, as to every claſs, a workman who 
has a large family to maintain, is no leſs taxed than 
one who has no charge but himſelf: and it will be al- 
lowed, I believe, that the profits of one induſtrious 
perſon of the lower claſſes, is in no country ſufficient 
to pay any conſiderable tax, and maintain a large fa- 
mily, much leſs a fickly one, I therefore imagine, 
that cumulative taxes aever ſhould be raiſed upon ſuch 
claftcs of inhabitants as have no iacome but their per- 
ſonal induſtry, wh'ch is fo frequently precarious. 

Merchants allo ought not to be ſuhjected to any 
tax upon their induſtry. They ought to be allowed 
to accumulate riches as faſt as they can; becauſe they 
employ them for the advancement of induſtry ; and 
every deduction from their profits is a diminution up- 
on that ſo uſeful fund, | 

| | When 
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When cumulative taxes are laid upon any of the in- 
duſtrious claſſes, they tend to check growing wealth; 
and are moſt familiarly impoſed in monarchical ſtares, 
where riches are apt to excite jealouſy, as has been 
obſerved. 175 

But as to the claſs of land proprietors, that is to 
ſay, the more wealthy inhabitants, who live upon a 
revenue already made, the impropriety of cumula- 
tive taxes is much leſs. They are however burden- 
ſome, and diſagreeable in all caſes, and ought to be 


_ diſpenſed with, when the neceſſary ſupplies can be 


made out by proportional taxes, without raiſing the 
prices of labour too high for the proſperity of foreign 
trade. | 

From the examples I have given of this branch of 
taxation, I hope the nature of it may be fully under- 
ſtood, and that for the future no inconvenience will 
ariſe from my employing the term of cumulative tax, 
I ſhall now ſubjoin irs definition. 

A cumulative tax, is the accumulation of that return 
which every individual, who enjoys any ſuper fluity, owes 
daily to the late, for the advantages be receives by liv- 
ing in the ſociety. As this definition would not have 
been underſtood at ſetting out, I thought it proper, 
firſt, to explain the nature of the thing to be defined. 


r 


— _ 


CHAP. V. 
Of the Inconveniences which proceed from proportional 
Taxes, and of the Methods of receiving them. | 


PROPORTIONAL tax, as I have ſaid, is that 
which is levied upon the idle conſumer, at the 
time he buys the commodity; and while, by conſum- 
ing it, the balance of wealth is tuining againſt him, 
in favour of the ſeller. This tax is conſolidated as it 
were with the price of the commodity, and muſt of 
neceſſity raiſe it. 
I fay, it is levied at the time of buying, and affects 
the buyer, in conſequence of his conſumption ; = 
caule 
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cauſe we have ſeen, that when the commodity is not 
conſumed by the purchaſer, then upon a ſubſequent 
alienation he is refunded all he paid. I conſider him 
therefore, in that caſe, not as paying, but as advanc- 
ing it for another; and while any part of the commo- 
dity remains unconſumed, there fill remains the equi- 
valent of a proportional part of the tax in the hands of 
him who advanced it. 

I ſhall now proceed, as in the former chapter, by 


giving ſome examples of ſuch impolitions; and in ex- 


amining them, endeavour to ſhew their nature and 


conſequences. 


The moſt familiar to an Engliſhman are, - exci/es, 
cuſtoms, malt-tax, flamp-duties, and the like. 

To a Frenchman the gabelle, the traites, the aides, 
tobacco, &c ®. 

In all kinds of this impoſition we find the tax regu- 
larly reimburſed from hand to hand, it adheres fo 
cloſely to the commodity, that it becomes as eſſential- 
ly a part of the value, as carriage, packing, and — 

ike 


* The pabelle is a branch of the general farms, and conſiſts 
of an exciſe upon ſalt, The manufacture of the commodity is in 
the hands of the farmers; and they, for a liberty to ſell ſalt at 
a certain price, far above the expence of the manufacture, pay 
to the King an annual revenue of 28 millions of livres. 

This | call a proportional tax, — to conſumers ; al- 
though in reality no tax-gatherers are employed for the collecti- 
on of it, contrary to what is the caſe of all exciſes; which are 
never farmed by government to the manufacturers of the com- 
modity taxed. 

{he traittes, or as they are otherwiſe called the hve great 
farms, were eſtabliſhed by Colbert, when he took away a mal- 
titude of cuſtoms paid upon the tranſportation of goods from 
one province to another. They anſwer very much to our cuſ- 
toms, or to the duties of tunnage and poundage, and are let to 
the farmers general for the ſum of 12 millions. 

The zobac.o is of the ſame nature with the ſalt tax. The far- 
mers general have the excluſive privilege of ſelling it at a price 
fixed by the King. | 

For the farm of the tobacco is paid 15 millions, 

The aides reſemble our exciſes more than thoſe we have men- 
tioned, They conſiſt in duties upon liquors, either brought in- 
to towns, or ſold by retail in public houfes; and upon all ar- 


ticles of food ſold in corporations, except grain of every an, 
Walch 
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Boox V. like incident charges, enter into the prices of goods. 
I never can affect the induſtrious perſon who does 


— 


not conſume ; and never can be avoided by him who 
does. Such taxes therefore neceſſarily raiſe the price 
of the commodity taxed. 

Having already pointed out the principal advan- 

of proportional taxes, which is to throw the 
whole of the burden upon the rich, whom we have 
called the idle conſumers, the better to diſtinguiſh 
them from the opulent clafs of the indaſtrious; I muſt 
nowenumerate the principal inconveniences complain- 
ed of, from this mode x poem and trace out the 
principles from which they may be aſcertained and 
removed, 

The principal inconveniences alledged againſt pro- 
portional taxes may be reduced to three : : 

Imo, That they have the effect of raiſing the price 
of labour, and the produce of induſtry, and thereby 
prove hurtful to the proſperity of foreign trade. 

2do, That they diſcourage conſumption, by carry- 
ing the prices of many things to high for people of a 
middling rank 1n life, 

2tio, That they are both expenſive in the collecti- 
on, and oppreſſive, from the many reſtrictions put up- 
on liberty, in order to prevent frauds. 

In analyzing every one of theſe inconveniences, it 
will be proper to inquire, how far the concluſions as 
gainſt thoſe taxes are drawn from matter of fact; how 
far from plauſible appearances only; and ſo far as 
they are real, not imaginary, to diſcover the methods 
of removing them. 

As the firſt inconvenience lies in raiſing the price of 
all kinds of labour, and conſequently of manufactures, 


which is free, The comprehend alſo a number of other duties 
ſuperfluous to enumerate. They are collected by tax gatherers 
at the gates of every town, who alſo have acceſs to FI public 
houſes, where retail is laid under additional rates. The aides 
are farmed at 38 600 000 livres. Theſe were the rates in the 
farms lett in 1755. They have been ſince augmented in 1562, 
as has been obſerved. 


I muſt 
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| muſt diſtinguiſh between the conſequence of raiſing Cu. 


prices at home, and of raifing them upon articles of 


exportation; and I muſt conſider the one and the IM 


other relatively to the collective body of a tate, and 
not to ſome few individuals in it. | 

High prices at home are no diſcouragement to the 
induſtrious, molt certainly, however diſagreeable they 
may prove to conſumers; and while they ſtand high, 


it is a proof that the demand of the confumers does 


not diminiſh, . 

High prices upon goods to be exported, are to be 
judged of by the proportion they bear to thoſe in 0- 
ther countries. 

Now the price of a manufaQurer's wages is not re- 
gulated by the price of his ſubſiſtence, bur by the 
price at which his manufacture ſells in the market. 
Could a weaver, for example, live upon the air, he 
would till (ell his day's work according to the value 
of the manufacture produced by it, when brought to 
market. As long as he can prevent the effects of the 
competition of his neighbours, he will carry the price 
as high as is conſiſtent with the profits of the mer- 
chant, who buys it from him in order to bring it to 
market; and this he will continue to do, until the 
market is brought down. | 

It is therefore the rate of the market for labour and 
manufactures, and not for the price of ſubſiſtence, 
which determines the ſtandard of wages. Were pro- 
portional taxes to raiſe the price of ſubſiſtence, and 
by that circumſtance to diſcourage manufactures, we 
ſhould ſee the generality of workmen living with ſo- 
briety, depriving themſelves of ſuperfluity, confining 
themſelves to the plain but ſufficient phy ſical- neceſſa- 
ry, working with all the aſſiduity that a man can ſup- 
port, and {till not able to ſupply the market at the 
ordinary rates | 

When in any country the work of manufacturers, 
who live luxuriouſly, and who can afford to be idle 
ſome days of the week, and ſtill live upon their wages, 
finds a ready market, this circumſtance alone proves 
beyond all diſpute, that ſubſiſtence in that country is 

not 
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Boox V. not too dear, at leaſt in proportion to the market 
—— > prices at home; and if taxes on conſumption, have in 


- 


fact, raiſec the price of neceſſaries, beyond the for- 
mer ſtandard, this riſe cannot, in fact, diſcourage in- 
duſtry : it may diſcourage idleneſs; and idleneſs will 
not be totally rooted out, until people be forced, in 


one way or other, to give up both ſuperfluity and 
| * of recreation. 


eople are very apt to draw concluſions from what 
they think ought to be, according to the particular 
combinations they form to themſelves; and for this 
reaſon it is generally thought, becauſe taxes are higher 
in England than in ſome other countries, that foreign 


trade ſhould therefore be hurt by them. But the 


ſloth and idleneſs of man, and the want of ambition 
in the lower claſſes to improve their circumſtances, 
tends more, I ſuſpect, to circumſcribe the producti- 
ons of induſtry, and thus to raiſe their price, than 


any tax upon ſubſiſtence which has hitherto been im- 


poſed in that kingdom. | 
The whole of this doQtrine is proved by experience, 
and is confirmed by our natural teelings. Many have 
been amazed to ſee how well the manufacturing claſſes 
live in years of ſcarcity, which frequently have the 


effect of doubling the price of the moſt neceſſary ar- 


ticles of ſubſiſtence, Are they not found, in bad 
years, more aſſiduous in their labour? Do they then 
frequent ale-houſes, as in the years of plenty? Are 
they found idle one half of the week? Why ſhould a 
tax laid on by the hand of nature prove ſuch a ſpur 
to induſtry; and another ſimilar to it in its effect, 
laid on by the hand of man, produce ſuch hurtful 
conſequences? were a tract of bad years, I dare not 
ſay an increaſe of taxes, to continue long enough to 
bring manufacturers to a habit of ſobriety and appli- 
cation, a return of plenty and, and low prices would 
throw into their coffers, what many of them diſſipate 
in riot and prodigality. 

Even this concluſion will be too general, if every 
combination be taken in. Manufacturers there are, 


who work hard, and live ſoberly fix days of the meſs 
an! 
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and who at the end find little ſuperfluity, notwith- CHAT. 


ſtanding the high price of labour. Alas! they have 


Fh 


inſiſted on in the firſt book, and by which a door is 
opened to great diſtreſs. Either the unmarried gain 
hat the married ſhould, and become extravagant, 
or the married gain no more than the unmarried 
can do, and become miſerable. | 
The average between the two oughit to determine 
the rate of wages in every modern ſociety. | 
The temedies for this unequal competition, flow- 
ing from the happy liberty we enjoy, have been con- 
ſidered in another place. 3. 5 
The inconvenience here under examination will not 
be removed by an abolition of taxes; nor will it in- 
creaſe by the augmentation of them, as long as ma- 
nufacturers, upon an. average, enjoy faperfluity and 
idle days,” | Wannen 
Under theſe cireumſtanees T conclude, that if fo: 
reign trade ſuffers by the high prices of commodities 
in our markets, the vice does not proceed from out 
taxes, but from our domieftic luxury, Which ſwells 
demand at hotne. Were we leſs luxurious, and more 
frugal in out management in general, all claſſes of 
the induſtrious, from tlie retailer down to the loweſt 
manufacturer, vould be ſatisfied with more moderate 
profits. Let not, therefore, a ſtateſman regulate his 
conduct upon ſuppoſitions, nor conclude” any: thin 
from theory, not from arguments d priori, drawn frot 
the ſuppoſed effects of taxes; but let him have re- 
courſe to information and experience concerning the 
real ſtate of the matter. 
Let him inquire what ate the ptices abroad; what 
are the prices at home; how thoſe who work in ex- 
portable commodities live; what ſuperfluities they 
enjoy; and what days of idleneſs they indulge in 
If he finds that goods are not'exported, beute of 
high ptices, while manufactutets are enjoying ſupet- 
fluity, and indulging themſelves in idleneſs, let him 
multiply hands, and He will redute them all to their 
Var, III. U phyfical- 
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phyſical- neceſſary; and by thus augmenting the ſup- 
ply, he will allo reduce the prices in his markets at 
nome. 

Ik he wants to reduce prices till lower, in favour 
of exportation, but finds that he has occaſion for the 
amount of certain taxes, which enhance the-value of 
this phyſical· neceſſary, to which he has reduced his 
induſtrious claſſes, then let him grant a bounty upon 


the quantity exported, more than equivalent to all the 


taxes paid by thote who provide it; and let the peo- 
ple at home continue to pay dearer than ſtrangers, in 
tavour of the ſtate. If you only want to promote ex- 
portation by lowering prices, there will be no occa- 
ſion to lower them univerſally, any more than there 
is occaſion to put a large plaitter over the whole body, 
to cure a ſmall pimple on a particular part of it. 

I have ſaid, that while the rate of the market re- 
mains the ſame, ſo will the prices of every part of 
labour and induſtry, which enters into the compoſiti- 


on of the thing brought to market. This is conſiſ- 


tent with reaſon, and experience proves the truth of 
it; becauſe we do not ſee wages fluctuate with the 
price of living. It they do not fluctuate in tliat pro- 

rtion, how can we conclude that a riſe in the price 
of ſubſiſtence, occaſioned by taxes, ſhould raiſe wages 
more than when the price is raiſed by a natural ſcar- 
city? It may be anſwered, that the impoſition of a 
tax gives a general alarm; the effect it muſt have 
upon prices is immediately felt; and manufacturers 
then inſiſt upon an augmentation; whereas, when na- 
ture either produces the ſame, or even a greater ef- 
te, people ſubmit to what they think comes from the 
hand of God, and content themſelves with the hopes 


of better times. I ſhall allow this argument all its 


force, But I muſt obſerve, that when manufacturers 
can thus capitulate with their employers, and in ſiſt 
upon an augmentation of their wages, the demand 
of the market muſt be greater than the ſupply from 
their work. This is the circumſtance which raiſes 
the price of labour. Let the demand of the market 
fall, the prices of labour will fall, in ſpite of all the 

” :: reaſons 
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reaſons which bought naturally to make * riſe. CA. 


The wWUrkincy will then enter into a hurtfu compe- 


Lition, aud itatrve tone another as has been often ob 


ſerved. Let the demand of the market rife, manu- 
fa&tucers may. raiſe their wages in proportion to the 
rite ot the market; they may in the cheapeſt years, 
enjoy the higheſt wages; drink one half of the week, 
and laugh at their employer, when he expects they 
ſhould work fur lets, in order to twell his profits in the 
1ifing maiket., . | | 

| have cadcavoured to throw this queſtion into dif- 
ſerent ſhapes, the better to Pon different principles 
to it; and upon the Whole, I mult determine that 
proportional taxes will, : 


199, Undoubtedly raiſe the price of every commo- 


dity upon which they are properly and immediately 
impoled ; and if they be laid upon bread, and other 
articles of , nouriſhment, they will directly raile the 
png of theſe articles in proportion; but the price of 
abour will be raiſed Bea thay. only, and accord- 
ing to circumſtances. k 3 

That if taxes be laid upon the day's labour of a 
man, they will raiſe the price of that day's labour. 
What I mean by this, is, that. if every one who em- 
ploys a man fot a day, were obliged to pay a penny 
to the ſlate, for a permiſſion to employ. him, the 
employer would charge a penny more at leaſt upon 
the day's. work performed by the labourer. Were a 
tax equivalent to it laid on the labourer by the year, 
it would be of a cumulative: and arbitrary nature, and 
would nat raiſe the price of his wages in proportion 
but were ſt laid upon the workman at a penny a day, 
and levied daily, in this caſe he might raiſe his wages 
in proportion. But this is not the practice any where. 

2do, The price of ſubſiſtence, whether it be influ- 
enced or not by the impoſition of taxes, does not de- 
termine the price of labour. This is regulated by the 


demand for the work, and the competition among the 


workmen to be employed in producing it. | 
3tio, If wages riſe beyond the phyſical- neceſſary of 
the workman, they may be brought down by multi- 
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neceſlaries; becauſe every man will make a profit of 
the low price, but will regulate his gain by the rate 
of demand for his labour. © 
4to, If, therefore, the price of his 1 
ry be raiſed upon him by the effect of taxes, he mult 
work the harder to make it up. 
5to, If hands increaſe, after he is reduced to his 
phyſical- neceſſary, the whole claſs of the manufaQu- 
rers will be forced to ſtarve. 
Go, The increaſe of hands means no more than the 
augmentation of the quantity of work produced, If, 
therefore, 'the ſame hands work more than formerly, 
it is the ſame thing as if their numbers were increaſed: 
From theſe poſitions it ſeems to reſult, that when- 


ever it is found that manufacturers enjoy wages more 


than in proportion to their phyſical-neceſſary through 
the year, reckoned upon the general average of mar- 
ried men and batchelors, the method of reduci 

them to the proper ſtandard, is either to multiply 
hands, if you want to reduce prices in your own mar- 


ket, or to augment the price of their phyſical-nece(- 


fary, if you incline they ſhould remain the ſame 
When the hands employed are really diligent, and 
prices ſti]! too high, then it may be expedient to in- 
creaſe their numbers, providing they enjoy conſider- 
able profits. This will cut them off, and reduce the 
price of commodities, becauſe it will augment the 


ſupply. 
| Men the hands employed are not diligent, the 


firſt expedient is to raiſe the price of their ſubſiſtence, 
by taxing it, By this you never will raiſe their wages, 
until the market can afford to give a better price for 
their work. If, when they are brought to be fully 
employed, you incline to fink the price of labour uni- 
verſally, you muſt take off ſome of the impoſitions 
which affect ſubſiſtence, and at the fame time gra- 


dually throw in freſh hands, in order to promote 


competition, which alone will force them to lower 
their prices in proportion. The whole delicacy of this 
operation is to prevent competition from taking place 
after the induſtrious are reduced to moderate pp” ; 
an 
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and to promote competition, or to raiſe the price of their Car. 


ſubſiſtence, until they be brought tothe proper ſtandard, 
Having inſiſted ſo fully upon theſe principles in the 
xynith chapter of the ſecond book, I here refer to it. 

have ſaid that the price of work is not regulated 


by the priee of ſubſiſtence, but by the price of the 


market for the work. Now I ſay, that the price of 
the market may in a great meaſure be influenced by 
the price of ſubſiſtence, This is a new combination. 

The firſt propoſition is undeniable. The price of 
the market at all times regulates the price of work ; 
becauſe it larly makes it fluctuate, in proportion 
to its. Own ations. The price, again, of ſub- 
ſiſtence only influences it; becauſe two circumſtances 
may deſtroy that influence. A high demand for work 
will raiſe the price of wages in years of plenty : a low 
demand will fink the price of wages in years of ſcar- 
city. When therefore it is ſaid, that the price of 
ſubſiſtence influences the rate of markets, we only 
mean, that the average bars of ſubſiſtence, when 
good and bad years are taken together, have a cer- 


_ tain influence in regulating prices. But this average 


price of ſubſiſtence cannot every where regulaze the 
value of work, as the average price of a ſhip's cargo 
can regulate the price of every part of it; becauſe 
the variations there are at too great a diſtance of time, 


to be able to compenſate one another with reſpect to 


all the manufacturing claſſes of a people. 
Could a plan be concerted, either to preſerve the 
price of grain at one uniform ſtandard, or within the 
limits of 15 or perhaps 20 per cent at all times; and 
were this to be executed by the aſſiſtance of a tax at 
one time, and a bounty as it were at another; it 


| would certainly have an admirable effect in every in- 


duſtrious nation: It would in a manner take away 
the difference between good and bad years. The in- 
duſtrious finding themſelves. ſubſiſted at all times 
nearly at the ſame expence, would not feel thoſe. al- 
ternate motives to be idle and extravagant at one 


_ time, and diligent and ſober at another. 


I have enlarged ſo much upon the nature of this 


frſt inconvenience proceeding from proportional 
U 3 taxes, 
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◻ the ſecond, which is, inn. e 
2do, That they diſcourage conſumption, by raiſing 
prices too high for people of a middhng rank in life. 
In anſwer to this, | muſt obſerve, that all the a- 
mount of proportional taxes is refunded to the induſ- 
trious contumer, fo far as they are raiſed on articles 
neceſſary for his ſubſiſtence; and when he is either 
idle, or conſumes a ſuperfluity, he is clafſed along 
with the idle and rich. Now if: the rate of market 
prices be high, relatively to the income of certain in- 
dividuals, it can only be becauſe the ſupply of the 
things they want to conſume is not above the propor- 
tion of the demand of thoſe who are richer. 

If, therefore, the rate of the marker affords ſuch 
profits to manufacturers as to render them idle and 
luxurious. how can the avgmentation of theſe profits, 
by the abolition of taxes, and conſequent diminution 
of the price of ſubſiſtence, ever diminiſh the compe- 
tition of the rich, unleſs the ſupply bg augmented? 

But if the high prices of our own markets cut off 
the demand of ſtrangers, then every 3 laid 
down in the 1oth and 18th chapters of the ſecond 
book, muſt be applied to bring them down; and ſo 

far as taxes, which are impoſed either to ſupply the 
exigencies of the ſtate, or to cut off the conſolidated 
profits, enjoyed by manufacturers in conſequence of 
our own extravagance, have contributed either to 
raiſe them, or to ſupport them when raiſed, above 
the foreign ſtandard, a full equivalent, 4n the way of 
bounty. muſt be given for them, in order to bring the 
exportation price of goods below the level of foreign 
competition, 

come now to the laſt inconvenience alleged againft 

proportional taxes, to wit, the experice of collecting 

them, and the oppreſſion which is a conſequence of 
the many reſtrictions laid upon liberty, in order to 
prevent frauds. | . Fes 

As to the expenee of collection, it is entirely in 
proportion to the diſpoſition of the people to defraud 
the public, a | . 


proportion, 
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In France, the collecting the branches of cumula- OA. 


tive taxes, ſuch as the general receipts, comprehend - _ ** 


ivg the taille, poll- tax, &c. coſts the ſtate no leis than 


lo per cent. or two ſols in the livre, which is ſuperad- 


ded to thoſe impoſitions, in order to defray that ex- 
pence. Whereas in England the expeice of collect- 
ng the exciſe, adminiſtered by commiſſioners, who 
act for the public, not by farmers who act for them- 
ſelves, does not colt above 51. 125. 64. in the 1001. 

This matter of fact is ſufficient to prove, that ex- 


ciſes, when under a proper adminiſtration, are not fo 
very expenſive in the collection as is generally ima- 
gined; and they would till be attended with Jeſs ex- 


pence, were ſome proper alterations made in the pre- 
lent method of impoling them. I his will appear as 


we go along. 


The oppreſſion of levying exciſes does not, in any 


d much affect thoſe who really pay them, 


as thoſe who only advance them for the contumers. 
This diſtinction which we have already made, will 

appear well founded, upon examining the complaints 

which are commonly made againſt the collectors of 


this duty. 


We have ſeen that in the taxes upon ſalt and to- 
 bacco in France, there are no duties collected upon 


the people; the farmers of the ſalt have all the ſalt 
marſhes and lalt pits aſſigned to them by the King; 
no perſon, not privileged, is allowed to make ſalt for 
the conſumption of thoſe provinces which are tubjec- 


ted to the Gabelle. 


In like manner the diſtribution and ſale of tobacco 
is excluſively in the hands of the farmers: they buy 
it either from Great Britain, or from the Dutch at ſe- 
cond hand; they manufacture it themſelves, aud fell 
it over all France, at the price ſet upon it by the 
King; and we ſaw, that during the laſt war, they 
paid thirty millions down for a pei miſſion to raiſe the 


price of it 10 per cent. during ten years. 


This price 


fixed upon the ſale of tobacco, anſwers exactly to 
what we know under the name of aſſize, which ought 
| conſtantly 
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Boox V. conſtantly to attend all exciſes * : for want of obſerv- 


tional tax, rightly impoſed, muſt be drawn 


— ing exactly that regulation, the publicans and vic - 


tuallers in England raiſed the price of their ſtrong 

beer one halfpenny per quart, in conſequence of an 

additional duty of three ſhillings per barrel impoſed 

anno 176 re which is at the rate only of one farthing 
uart T. 

When the ſale of an exciſeable commodity is veſt- 
ed io a company who manufacture it, by excluſive 
privilege, the whole oppreſſion of collection is avoid- 
ed; becauſe the company itſelf then pays the duty, 
and they draw their reimburſement from proportional 
profits on the ſale of the goods, 

This is the greateſt advantage of the farm above 
the public management of a tax. 


When exciſes are impoſed upon any commodity, it is con- 
trary to all principles in fixing the aſſize, not to ſuperadd the 
whole duty impoſed to the former ſelling price. This however 
is ſometimes omitted, with an intention to make part of the du- 
ty fall upon the manufacturer, to the eaſe of the ſubject. The 
conſequences are, 

ino, The manufacturers blow up the ſpirit of the people againſt 
the tax, who never would think of making an outcry, were they 
not excited to it by the intereſted motives of the manufacturers. 
Were high profits allowed on impoſing the tax, manufacturers 
would be quiet: and if the profits were afterwards found to be 
too high, it would then be a popular meaſure to reduce the ſell- 
ing price, and alſo the means of ſetting people on the fide of 
government, againſt the manuf.Qturers, who are their real tax- 
gatherers. | 

249, It is impoſſible to compaſs the end 8 A propor- 

ck; 4 all at- 
tempts to prevent it, only occaſion a multitude of frauds, and a 
bad manufacture. | 

In fixing aſlizes upon the manufacture of goods, which in dif- 
ferent years vary in their price, regard ſhould be had to ſuch 
variations; otherwiſe the manufacturer is diſtreſſed, and the 
public is ill ſerved: and the one or the other happening, the 
people are animated againſt ſuch duties. 

The only expedient to ſhare the profits of the manufacturers 
of exciſeable commodities, 1- to lay them under ſome cumulative 
tax which they cannot draw back, ſuch as making them pay for 
a licence. ah 

+ It muſt, however be obſerved, that the price of beer was 
not raiſed, cither by the brewers, or by the victuallers, on ac- 
count of the addiuonal malt-duty, anno 1760. | 
i 2 When 
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When exciſes are levied upon thoſe who manufac- C = a x. 


ture the commodity. exciſed, the oppreſſion of the 
laws falls upon the manufacturers, although they only 
advance the tax, and draw it back from the conſy- 
mer upon the ſale of the commodity. 


3 


It is greatly for the advantage of every conſumer in 


the kingdom, that no fraud in the collections ſhould 
paſs unobſet ved; becauſe all the profits ariſing from 
frauds belong to the manufacturer, who in reality is 
the tax-gatherer, as much as the farmers in France, 
when they (ell their ſalt and tobacco. V But as the 
farmers appear in the light of King's officers, and 
that the collectors ſeem to bear hard on thoſe with 
whom they live, people fooliſhly. imagine, that were 
brewers, for example, more geatly dealt with, beer 
would come the cheaper to themſelves. This is a 
mere deluſion ; becauſe no brewer whatever will fell 
his beer cheaper than either the aſſize, or the ordina- 
ry rate obliges him to do, let his profit, from frauds, 
be ever ſo great, and his addreſs in committing them 
ever ſo ſucceſsful; and the leſs. productive the tax 
turns out to be, the more the other impoſitions upon 


the people muſt be augmented, in order to make up. 


the deficiency. 

If we compare therefore the oppreſſion of exciſc- 
laws felt by thoſe who only, advance theſe impoſitions, 
with the eaſe which the conſumers find who really pay 
them, we may judge of the adyantages which the pro- 
portional taxes have over the cumulative. | 

The exciſe, as paid by the brewer, is really of the 
cumulative kind, The exciſeman demands money of 
him, at a time when no alienation takes place, and 
perhaps when he is not prepared to make the advance 
for his cuſtomers, who muſt refund it to him with 
profit: beſides the hopes of being able to detraud is 
dilappointed, and it is always dilagreeable to be dif- 
appointed in what we either wiſh or hope. 

Were all mankind honeſt; the inconveniences of le- 
vying ſuch taxes would be leſs; but as that is not the 
caſe, methods muſt be fallen upon to diſappoint the in- 
tention of committing fraud. The cnly way to accom- 


pliſh 


5 
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Boot v. pliſh this, is, to render it difficult and dangerous. While 


— 


every individual has a liberty to manufacture an ex- 
ciſeable commodity in whatever place he thinks fit to 
enter for that purpoſe, when every one has a liberty 
to ſell liquors, which, upon retail only, are ſubjected 
to exciſe (as is the caſe in France) muſt not collectors 


be multiplied in proportion to the occupation which 


ſuch policy implies? And will not theſe collectors op- 
poſe frauds to frauds, in order to profit by them, at 
the expence of the merchant or manufacturer? This 
will ſow diſdbhrd and hatred between two claſſes of the 


fame ſociety, and thereby the ſtate is hurt. All diſ- 


cord hurts a ſtate, as it does a private family. 

It is out of my way to lay down plans for preventing 
ſuch iaconveniences. It would require an intimate 
knowledge of every circumſtance relating to the coun- 
try for which the remedy is intended. 

I ſhall therefore endeavour only to throw out ſome 
uſeful hints by mentioning the impoſitions where the 
inconveniences in levying are the leaſt; and by com- 
paring theſe with other impoſitions, where the oppreſ- 
ſion in levying appears to be greater, the contraſt of 
circumſtances. will ſuggeſt the principles upon which 
a plan might be formed. 

There are many more frauds and difficulties in col- 
lecting exciſes in the country than in cities, from the 
number of manufacturers employed in them. It is 
juſt ſo with the aides in France, from the number of 
retailers. There are very few frauds and little diffi- 
culty in gathering the malt-tax ; becauſe the object is 
unwieldy, and the places of manufaQure are fewer. 

The frauds upon tobacco and ſalt in France, do not 
procee1 from thoſe who manufacture them, but from 
thoſe who introduce foreign goods to ſupply the place 
of thoſe manufactured by the company. This ſhews 
that exciſes ſhould be made as general as poſſible over 
a country ; becauſe local exemptions introduce, as it 
werea foreign country into the centre of a ſtare. 

- Stamp-duties are ſeldom gefrauded by forging the 
ſtamp; but in France, where they extend to almoſt 
every deed of alienation, the public is defrauded by 
private bargains. 


Cuſtoms 
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Cuſtoms ate defrauded by the liberty given to trade CM. 


* # 


in every port; and from the want of convenient pub- 
lic magazines, as a proper repoltory for all goods 
brought by fea. 4 511 

It may be ſaid, in general, that frauds are moſt fre- 
quent upon the new eſtabliſhment of taxes; that thoſe 
who complain moſt of the oppreſſion of them, are pre- 
ciſely thoſe who have the leaſt reaſon for it; and that 
the cauſe of their complaint proceeds rather from the 
inconvenience in paying when they are not prepared, 
and the diſappointment in defrauding, than from any 
real oppreſſion ariſing from the laws of exciſe: the 
hardſhips of thoſe laws are owing to the neceſſity of 
general rules to prevent frauds; and fuch rules would 
be unneceſſary, could the liberty of commiting frauds 
be circumſcribed. 

One very good method of raiſing proportional taxes, 
without great expence or oppreſſion, when the ſitua- 
tion of a country will admit of it, is to levy no ſuch 
duties, but at the gates of towns and villages, which 
in this light appear to be political incloſures, At thoſe 
gates every produce of the lands, and every manu- 
facture not made in the town might pay a tax upou 
coming in; every manufacture made in the town, 
might pay a tax on going out: all fruits conſumed in 
the #ountry might be free; all manufactures made 


and conſumed in the towns might be free alſo. If we 


conſider the quantity of exchange between the inhabi- 
tants of towns and thoſe of the country, and berween 
town and town; that fund, I beheve, would be found 
ſufficient to raiſe more by proportional taxes than 
what is raiſed in any country in Europe. 

A ſecond method of diminiſhing the expence, and 
allo the burden of proportional taxes, is to: exact no- 
thing of the manufacturers but to prohibit the delive- 
ry of the manufacture to any one who does not pre- 
ſent a permit from the exciſe office, ſignifying that the 
tax has been paid. This is the method obſerved in 
the Auſtrian low countries, where exciſes are carried 
to a very great height. There the tranſporters or 
carriers of exciſeable goods, are formed into a corpo- 
ration, and none elſe dare to tranſport them. 


Whoever 
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Whoever has ſeen the execution of thoſe regulati- 
ons will not be very fond of them; but the inconve- 
niences which occur proceed from the political fitua- 
tion of all thoſe towns, the public debts of which are 
ſo enormous, that to pay the intereſt of them exciſes 
have been carried fo high as to baniſh manufacturers 


into the country, where few exciſes are levied. It is 


from the country and many conſiderable villages, 
which have not the privilege of running in debt, that 
the manufactures of that country are carried on. No 
induſtrious man can afford to live in the towns of the 
Auſtrian Netherlands, except he who ſupplies their 
conſumption ; and in no place, I know of, is work fo 
dear as there. | 

Were great exciſes levied upon the furniſhers of 
the goods, as is the cafe in Great Britain, and were as 
little reftraint laid upon their frauds, thoſe duties 
would not produce what they do; and the oppreſſion 
would be intolerable ; whereas by the policy eſtabliſh- 
ed, nothing but the high price of goods is complain- 
ed of, A third method of avoiding both expence and 
oppreſſion in levying proportional taxes, would be to 
confine the fabrication of all articles charged with 
them to certain places properly incloſed. Were thoſe 
undertakings few and large, were ſpacious magazines 
of all ſorts prepared, at the public expence, in all 
ſea-port towns, and ſurrounded with walls, an entire 
liberty might be allowed within the incloſures, and 
no queſtions would be aſked, but on going in and 


coming out. Under ſuch regulations a ſtate would 
reap great benefit. 1, There would be conſiderable 


ſavings in collecting. 24ly, There would be great 
ſavings on the number of hands employed in manu- 
facturing: forty men, in a large brew-houſe, make 
more beer than an hundred diſpoſed as they are in 
country villages. This reſembles the introduction of 
machines into manufactures. _ 

The objection from the infringement of liberty is 


more a pretext, in order to facilitate fraud, than any 


thing elſe, Are not thoſe who manufacture exciſea- 


ble commodities, the ſeryants of the ſtate? Are they 
; not 
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not even the collectors of the public revenue? With CAA x. 
what face then can they pretend to be indulged in the V. 


means of defrauding their cuſtomers of thoſe taxes 
which they wiſh to put into their own pockets, by 
with-holding them from the pulic. Has liberty any 
other meaning, but an entire permiſſion to do what- 
ever is not forbid by general 'and wholeſome laws, 
calculated for the univertal good of ſociety; and ſhall 
this claſs of men, who are enriching: themſelves as 
much by the profits they have in advancing the 
taxes, as by their induſtry, be conſidered in as fa- 
vourable a light as another who is paying a cutnula- 
tive tax out of his income, one farthing of which he 
never can draw back ? 5 ha. Op 

If any ſhould miſinterpret the doctrine of this 
chapter, I muſt put them in mind of my original 
plan, which was to keep conſtantly in view thoſe vir- 


tuous ſtateſmen who think of nothing but the good 


of their ſubjects. Taxes and impolitions* in their 
hands, are the wealth of the fathey of the family; 
who therewith feeds, clothes, provides for, and de- 
fends every one within his houſe. The increaſe” of 
taxes on this ſuppoſition is national oeconomy, as 
ſhall be afterwards ſhewn ; frauds are the thefts of 
ſervants impairing the public good, and particularly 
the means of ſelf-defence againſt the enerosehments 
of ambitions neighbours. * 

As it is the duty of every ſtateſman to make his 
people happy and flouriſhing, perhaps the ſpeculations 
of one whoſe only intereſt in throwing them upon 


paper is to fill up his leiſure agreeably, may ſome'time 


or other tend to promote ſo glorious a purpoſe. 2 


— A. a. *—— 
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Cumulative and proportional Taxes compared' with one 
another, and farther exammed. 


F TE R examining ſeparately the nature end 
. effects of cumulative and proportional taxes, 
t remains, for the more fully underſtanding —_— 

Hog Ject, 
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od out wherein they really differ, and how far the 
difference is only apparent. | | 

It has been obſerved, that the payment of taxes 
diminiſhes no part of the produce of either land, 01 


induſtry ; the whole amount of theſe remains entire 
to the ſubjeQs of the ſtate, 


The taxes are paid out of the money which circu- 
lates in the alienation of them : from which we have 
concluded that they muſt conſtantly be confined within 
a certain proportion to alicoation. . We have alto ob- 
ſerved, that the impoſition of taxes augments the 


| maſs of circulation, and makes it / requiſite for a 


ſtateſman to contrive ſome method of encrealing mo- 
ney in proportion to their increaſe. I hope thote pro- 
poſitions have acquired an additional confirmation, 
from what has been already ſaid in the preceeding 
chapters, | * 25g i 
e have alſo ſeen how the amount of proportional 
taxes is ultimately taken from the ſuperfluity of the 
rich, whom we have called the idle conſumers; and 
how they are advanced by one ſet of the induſtrious, 
and refunded by another, until at laſt they fall upon 
thoſe who cannot draw them back from any body. 
Theſe laſt have been ſaid to pay the taxes, the others 
only to advance them. | 
If therefore we ſuppoſe all deſire of defrauding out 
of the way, we ſhall find the whole burden of 
proportional taxes confined to the inconvenience of 
advancing their amount by the induſtrious, and to the 
payment of them by the rich, which proportionally 
diminiſhes theit income. Where credit therefore is 
well eſtabliſhed, where payments are regularly made 
by buyers to ſellers, and where people proportion their 
expence to their free income, the weight of propor- 
tional taxes will be very ſmall. I appeal to experience 
for the truth of this. W ee 
Let us next examine the nature of cumulative 
taxes, as we have called them, in order to diſtiaguiſh 
them from the others. 7 144 
In theſe, alienation is not neceſſary at the time they 


| are paid; from which it follows that, in many caſes, 


they 
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they cannot be drawn back. When a man pays his Cn Ar. 
land tax out of his rent, what remains to him will not VI. 


buy more of any thing than if he had paid notlling. 
Nay, were the ſtate to indulge him and take his tax 
in corn, the corn which remains to him would not 
beat an advanced price, unleſs the {tate ſhould export 
the quantity he had given; and then indeed, by di- 
minithing the ſupply, it might raiſe the price of grain 
in general; but every one having grain to (ell would 
profit. of the riſe upon the price, as well as the land- 
lord, -whofe ſhare does not commonly amount to one 
third of the crop. | Loy 

But were a tax laid on in fo regular a proportion to 
the value of any property, as to-prevent the proprietor 
from making ule of that part which the public intends 
to take from him, 'thoſe who pay cumulative taxes 
would thereby acquire one very great alleviation - of 
their burden. | 


I have ſaid that when a brewer pays the exciſe, the 


tax, as to him, is of the cumulative nature. It is fo 
in a certain degree, no doubt, as may be ſeen with- 
out farther explanation; but it ſtill ſo far retains its 
own nature as to be eaſily drawn back from the con- 
ſumer. But how can a ſoldier draw back the tax he 
pays to Chelſea? | 
From this material diſtinction between the two im- 
poſitions, I conclude; that no objection can lie againſt 
proportional taxes, ſo far as they affect the in- 
duſtrious; becauſe they draw them compleatly back : 
and that great objections lie againſt cumulative taxes, 
when they affect the induſtrious, becauſe they cannot 
draw them back; and conſequently, they may af- 
fect thy phyſical-neceſfary of the contributor, in caſe 
no profit ſhould remain to him upon bis labour. 
On the other hand, I think little objection can be made 
to cumulative taxes, when they are impoſed upon 
poſſeſſions, which produce a viſible annual revenue, 
clear to the proprietor. - This is the natute of the 
dixiemes and wing tiemes in France; where the whole 
amount of the perſon's income is taken upon proper 
proof, and taxed in proportion to it, without any 
ſubſidiar y 


ay INQUIRY ixro r PRINCIPLES 


v. ſubſidiary or ſecond levy's taking place, to make up 
— 2 a determinate ſum. 


Cumulati ve taxes would alſo be far leſs burthen 
ſome to the lower claſs, could they be levied, ſo as, 
firſt, to preſerve the proportion of them to the actual 
profits on induſtry ; ſecondly, to make that proportion 
ſenſible to the le: and in the laſt place, to retuin 
the tax, inſtead of allowing them firſt to receive it, 
and afterwards obliging them to refund it. 

In proportion as theſe three requiſites do not take 
place, ſuch taxes become grievous to all who rave no 
fixed income. * | 

To put a tax upon a man's dwelling houſe; i in pro- 
portion to its windows, or hearths, when the houſe 
produces no fixed income to him, and when he has 
none independent of it, may take away a part of 
his phyſical-neceſlary. To put a tax upon him be- 
cauſe he has a head, is more grievous than toput a tax 
upon his hands, in proportion to what they daily gain, 

if cumulative and proportional taxes be compared, 
with reſpect to the different effects they are found to 
ha ve upon our opinions as to taxes in general, we find 
that both of them deceive pos Ef FS _ "on 
different ways. x 


In the cumulative taxes, the perſan who e 


not always perceive the reaſon of his en He 
imagines that he is taxed beta &. is an 
that he is able to pay a certain ſum. 

In the proportional, the deceit is of u dthen atk 
When a perſon buys a conſumabſe commodity, which 
has paid ik exciſe, he does not perceive that the price 
he pzys for it comprehends a tax upon his paſt gains, 
in favour of the public , but he concludes the whole 
to be neceſſary, in order to procure-\what he has an 
inclination to confine: An 2 will make) this 

lain. | 
e Suppoſe a tax laid apon wheel catridges; and that 
every perſon in the-ſtare were able to pay a certain 
ſum in proportion to the number of. carriages he as 
for his convenience, The tax- gatherer comes at the 


end of the yeat and demands the ſum. The perſon 
complains 
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complains that he is not at liberty to have a coach or C 12 r. 


a chaiſe without paying duty for it ; and that while he 
has occaſion. for one carriage only, and has but one 
pair of horſes, he is obliged to pay for ſeveral ſets of 
wheels. Now, ſuppoſe this cumulative tax were turn- 
ed into a proportional one, and that wheels were to 


pay a ſtamp- duty, or the like, in the hands of the 


wheelwright. The price would immediately riſe; but 
this riſe would ſoon become familiar to the man who 
has the carriage; and he would then be no more hurt 
by this additional expence, than if it had proceeded 
from ſome new and expenſive faſhion of wheels: in 
ſhort, wheels would generally begin to bear an ad- 
vanced price, and very ſoon no-budy would inquire 
how it came about, nor once complain of the tax. 

To ſet this in another light, the difference between 
the two impoſitions reſembles that between long and 
ſhort accounts, which to poor people is very great. 


When the expence of living is inſenſibly and uni ver- 
ally augmented, by the 


e& of proportional taxes, 
then the induſtrious man, who, enjoys neither ſuper- 
fluity or idleneſs, may and can augment the price of 
his work in proportion. This augmentation forms 
then à part of what has been called his (A), which he 
draws fully back when he comes to market. But if 
the ſame, or even a leſs ſum be raiſed upon him by a 
cumulative tax, it comes upon him at the end of the 
year, or at the end of the quarter, and let him he 
ever ſo provident, he cannot draw it back, or raiſe 
the price of his work, becauſe of the unequal compe- 
tition of other people of his own claſs, who. from a 
variety of circumſtances, cannot all be fo equally 
loaded by the cumulative as by the proportional taxes. 
Beſides, they may not be ſo provideat as himſelf, and 
may work for ſubſiſtence, without making any allow- 
ance for what they are to pay the ſtate at the end 
of the year. Thus a double inconvenience enſues. 
The induſtrious poor are oppreſſed by the tax gather- 
ers, and the tax is ill levied. In the other caſe, the 


firſt never ſee a tax-gatherer, and the money is paid 


Belides theſe advantages in favyyr.of proporti9! 
bs GA * of proportional 


taxes, 


2 R 


— 
2 3 P 
* . bar in SE rr 


ah ad 


9 


— — mt 
FF i+ 2 


3s 
Boox V. taxes, there is ſtill another, that if this tax be im- 
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properly laid on, the defect will manifeſt itſelf by 


0 


checking conſumption only ; whereas in the other caſe, 
it will be known by the diſtreſs of individuals. 


If the liberty not to conſume be raken away, as in 
the gabelle in ſome provinces in France, then the 


impoſition changes its nature, and becomes a cumula- 


tive tax, as may be eaſily perceived “. 

It has been ſaid, that fo far as the three inconveni- 
ences of the cumulative taxes can be prevented, they 
ceaſe to be oppreſſive. From which we ſee the rea- 


fon why exciſes are fo eaſily paid when thoſe who ma- 
nufacture the commodities charged with them, are 


contented to compound for them. This changes the 


tax into one of the cumulative kind; but gives it e- 
very requiſite to make it eaſy. Let me take an example. 


A brewer who pays exciſe for all he brews, is ex- 
poſed to the daily viſit of the exciſeman, to whom he 
pays the duty. Here the brewer's impoſition parti- 


cipates of ſeveral] of the inconveniences attending eu- 
mulative taxes. But let me ſuppoſe that after a cer- 
tain time he finds that 100 J. is the annual amount of 


his exciſe. If he makes a compoſition for it at that 
rate, he comes under a regular cumulative compoſiti- 
on, with every advantage. He thinks no more of 
frauds; he no more grudges what he pays; and be- 
comes in a manner collector of that imperceptible du- 


ty paid by all his cuſtomers. 


The eaſy method of transforming thoſe taxes into 
one another, ſhews their reſemblance ſufficiently, and 
the differences which we have pointed ont, ſhow the 


The gabelle, or ſalt tax in France, is not levied in e 
province ; becauſe of certain privileges of exemption, whi 


' ſome have all along enjoyed. 


This opens a door to the greateſt abuſe, by ſmuggling ſalt 
from places where it is free, into places where the tax is impoſ- 
ed, at many 100 per cent. above the value ; and obliges the King 
to uſe great ſeverity upon thoſe who are loaded with this duty. 

The conſumption of every family is fixed to a certain quantity, 
and if it be found that they have nor bought, from the King's 

anaries, to the full extent of what is reckoned neceſſary 
them, it is ſuppoſed that the deficiency has been made up from 
contraband ſalt, and the deficiency is exacted. : 
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Conſequence of taxes when the amount of them is proper- 
: ly applied. 2 % e 


IE have now ſeen the objects affected by taxes, 


. 


of all kinds be a great load upon a people, a grievous 
infringement of their liberty, a means of bringing ma- 


ny honeſt and induſtrious people to great diſtreſs, and 


a great diſcouragement to marriage. I anſwer with- 
out heſitation,  rbat taxes may be, and moſt com- 
monly are accompanied with all theſe and many more 
inconveniences; but I muſt add, that they proceed 
from the abuſe, and not from the nature of taxes. 

In my inquiries, I have conſtantly in my eye, how 
man may be governed, and never how be is governed. 
How a righteous and intelligent ſtateſman may reſtrain 
the liberty of individuals, in order to promote the 
common good ; never how an ignorant and unrighte- 
ous ſtateſman may deſtroy public liberty for the ſake 
of individuals. 

Raiſing money by taxes muſt always be burden- 
ſome, leſs or more, to thoſe who pay it; and the ad- 
vantages reſulting from taxes can only proceed from 
the right application of the money when raiſed. 

When individuals only make a profit of the incon- 
venience of taxes, the public loſes, no doubt; becauſe 
they are paid for the advantage of the public, not for 
that of private people. If the money raiſed be more 
beneficially employed by the ſtate, than it would 
have been by thoſe who contributed it, then I ſay 
the public has gained, in conſequence of the burden 


laid upon individuals; conſequently, the ſtateſman 


has done his duty, both in impoſing the taxes, and in 


rightly nding them. 
expending X 2 Taxes, 


. 
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Taxes, in this laſt view, may be conſidered as a 
ſaving out of every private fortune, in order to pro- 
cure a public fund to be expended for the public be- 
nefit. | | 

have frequently recourſe to the familiar examples 
of private oeconomy, in order to make applications 


from it to the political; which, however different it 


| may appear, will be found eaſily deducible from the 
ſame principles. 


Let me ſuppoſe two perſons (A) and (B), living in 
the ſame neighbourhood, of the fame rank and for- 
tune, enjoying great ſuperfluity, but ſpending yearly 
the whole of their income in different ways. 

Let the income of both be ſuppoſed to be 21007. 
ſterling ; and let the branches of their expence be 
ranged under fix different heads. Let (A) be ſup- 
poſed to ſpend upon the firſt 100/. on the ſecond 
200 J. on the third 300 J. on the fourth 4001. on the 
fifth 5oo J. on the ſixth 600 J. in all 21001. 

Let us ſuppoſe (A) to enjoy in every one an ample 
ſufficiency. | 

(B), on the other hand, ſpends upon his firſt arti- 
cle 1600 J and upon each of the other five no more 


than 100 J. Here the firſt article of (B's) expence is 


ſixteen times greater than any of the reſt ; and by the 
ſuppolition, 100 /. are ſuppoſed to denote an ample 
ſufficiency, upon each article. | 

I come to (A), and I ſay to him, you diſapprove of 
the extravagance of your neighbour (B) upon his firſt 
article of expence, where he ſpends ſixteen parts of 
his income, and where you ſpend but one; ard yet 
you muſt allow that upon every other article of his 
expence, he is a better oeconomiſt than you. Would 
it not be for your intereſt to bring the other articles 


of your expence down to his ſtandard, without inereaſ- 
ing any. thing upon your firſt article which is already 
within the compaſs of what may be called ſufficient.” 


about that, I ſhall lay it out for you in diſcharging 


To what purpoſe, ſays (A), would you adviſe me 
to ſo ſtrict an oeconomy? And what ſhould. 1 do with 
ſo great a ſaving on my annual income? Be in no pain 
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your debts; in providing for your children, and Ou 
giving them a good education; in improving your II. 
eſtate; repairing your houſe ; making up your inclo-- 
ſures; all ſhall be uſefully ſpent ; and out of 600 J. a 
years you ſhall have every thing neceſſary for your 
amily, - | 

Here is the repreſentation of a ſcheme between a 

ſtateſman, and a people whole intereſt he conſults, 

After the impoſition of taxes, the individuals of a 
ſtate, whoſe income is already formed, begin to pay 
greatly more than they uſed to do for every thing 
they conſume, A great part of this additional price 
goes to the public, and is thereby laid out for natio- 


nal purpoſes. The whole of ſuch expences are thrown 


into circulation, as much as if the rich proprietors had 
_ it out upon articles entirely adapted to their own 
taſte. 

Is it not evident, that in this way of appropriating 
the income of a country, it muſt produce a more ex- 
tenſive encouragement to induſtry of all kinds, than 
if the proprietors only had ſpent it? They never 
would have thought of becoming merchants, or of 
ſetting up manufactures for the ſupply of foreign mar- 
kets : their whole expence would have been calculat- 
ed to ſupply their own wants; and it would have been 
indifferent to them whether theſe were ſupplied by 
natives or by ſtrangers. | 

Let us apply this doctrine to common experience. 
Let us compare the nature of circulation in a trading 
town, with that of a country place, where many gen- 
tlemen of large fortunes reſide. How extenſive the 
objects of the firſt! how contracted thoſe of the latter 

Let us compare again the exigencies of government, 
with thoſe of a trading city, what a variety of new 
wants here occur to be ſupplied, which the city never 
could have occaſion for ? 

I have ſhewn that the great amount of taxes is 
taken from the income of thoſe individuals whoſe for- 
tune is already made, or whoſe daily profits are con- 


ſiderable: I have ſuggeſted how circumſcribed the 


expence of this claſs muſt be, when conſidered with 
X 3 reſpect 
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Boox V. reſpect to the employment it procures to the body of 
a people. Does not the experience of former ages 
ſhow how apt private opulence is to fink into treaſures, 
' when a taſte for induſtry does not animate the lower 


claſſes to create new objects of deſire in the wealthy? 
Wherein is a ſtate benefited 5 thy « luxurious gratifi- 
cations of the rich, unleſs it be by the employment 
they procure for thoſe who provide the objects of lux- 
ury? Thoſe very een are, in one ſenſe, taxes 
upon the rich in favour of the induſtrious: they in- 
creaſe expence, and throw money into circulation. In 
Spain and Portugal, where induſtry is not introduc- 
ed among the lower claſſes, it is the ſtrangers who in 
effect levy ſuch taxes upon them. Were the taxes 
they pay, properly applied to the encouragement of 
the arts, inſtead of being appropriated to private pur- 
Poſes, and to enriching private men, whoſe taſte for 
expence is always circumſcribed to the objects of their 
own wants, how ſoon ſhould we ſee them vying with 
us in every market of Europe, and ſupplying them- 
ſelves as far as their country 1s calculated for it ! 
Ihe reciprocal wants of induſtrious nations, reſem- 
ble the reciprocal wants of tradeſmen , all may be em- 
ployed in ſupplying one another, as well as themſelves. 

When the amount of taxes is properly laid out in 
premiums, for the encouragement of the induſtrious, 
the prices of labour upon articles of exportation, may 
be brought fo low, that all nations who do not follow 
the example, muſt languiſh and decay. Luxury at 
home will then ceaſe to hurt the trade of the nation, 
In her treaties of commerce, ſhe may throw open her 
ports to many articles of foreign conſumption, with» 
out running any riſk by ſuch allowances; and on the 
other hand, ſhe will reap the greateſt advantages from 
a reciprocal permiſſion. 

The example | have given, by which ] have illuf- 
trated the nature of public contributions, muſt not be 
underſtood to tally with reſpect to proportion. It 
would be both ridiculous and impoſſible to reduce all 
the expences of rich men to the purely ſufficient, All 
] meant was, to ſhew how taxes, wlien properly ap- 
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of plied, may be conſidered as public oeconomy; and Czar. 


es how the levying of them has. no direct tendency to. VIII. ; 
Ss, hurt a nation in point of eaſe and proſperity. the 
er 5 L 
y ie 
fi- CH A P. VIII. 
nt , 
K Of the extent of taxation. 
es O good way to diſcover the nature of taxes, is, 
n- to examine how far it may be poſſible to carry 
In them. This is my intention in this chapter. 
o- l have ſaid that the object of taxes was income, and 
in not ſtock. I have ſhewn how thoſe of the proportio- 
es nal kind affect the income of the ſtock already made, ' 
of and perſons who enjoy large profits upon their daily 
ir- induſtry. I have pointed out the impropriety of cumu- 
or lative taxes, when impoſed upon ſuch as draw nothing 
als more from their induſtry than an eaſy ſubſiſtence; and 
th have given a general preference to thoſe of the pro- 
N- portional kind; becauſe they conſtantly imply both ali- 
enation and conſumption : alienation in thoſe who ad- 
N- vance the taxes, conſumption in thoſe who pay them. 
n- Could, therefore, taxes be levied upon every aliena- 
8. tion, where conſumption is implied, and that in pro- 
in portion to the whole ſuperfluity of thoſe who are to 
8, conſume, proportional taxes would be carried to theit 
1y utmoſt extent. | | 
* [ ſhall now analize this ſubjeQ, in order to diſcover 
at how far that extent may reach; and by this inquiry, 
n. the principles of taxation will be the better under ſtood. 
er The objects of alienation comprehend all that is in 
= commerce among men, moveable and immoveable. 
ie What is moveable is generally conſumable, what 
n is immoveable is generally not ſo. | | 
As conſumption is a requiſite, together with alie- 
. nation, in order to form a proper baſis for proportio- 
e nal taxes, we ſee how contrary to principles it would 
It be, to tax the alienation of lands, houſes, &c. in the 
I! ſame proportion as conſumable commodities, Theſe 
I! are funds, not income; and the money with which 
F they are purchaſed, muſt be conſidered in the light 
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Boot V. of a fund, while it is in the hands of the buyer, When 


once it comes into the hands of the ſeller of the im- 
moveable objects, it frequently, indeed, partakes of 
the nature of income; that is to ſay, it is ſpent in the 


conſumption of fruits, and of the labour of man; and 


then it will be affected by taxes. 

This may ſuffice to recal to mind the principles we 
laid down in the 26th chapter of the ſecond book, con- 
cerning the effects of the vibration of the balance of 


wealth between the members of a modern ſtate. 


The next thing we are to conſider, is the ſtate of 
circulation. As to that, we have frequently obſerv- 
ed, how it muſt be in proportion to alienation. 


This proportion is not determiued by the value, or 


denominations of the money circulating ; but by that 
value combined with the frequency of tranſitions 
from hand to hand ; as the force of a cannon ball is 
eſt: mated by the weight of the ball, and the ſwiftneſs 
of the motion at the time it ſtrikes. 

Let us now lay aſide the conſideration of immovea- 


ble property; and examine the nature of conſumption, 


alienation, and ſale, with reſpect to other things. 
Conſumption comprehends every thing produced 

by the earth, or by man; alienation is confined to 

that part which is exchanged between men; and fale 


to that part of alienation which is exchanged for an 


equivalent in money. | 

Whatever part 1s conſumed without alienation, 
ought, I think, to be out of the reach of proportio- 
nal taxes, une ſs, by ſome circumſtance or other, it 
can be made to fall under the eye of the public, in a 
manner re/embling its coming to market. Thus a tax 


upon malt is levied at the malt-houſe, as if it were 


ſold co the maliſter, although it be made for the con- 
tumption of the grower of the barley. In like man- 
ner a tax upon corn for bread may -be levied either 
at the mill where it is ground, or at the oven where 


it is baked ®. 


The 

SD Examples of theſe kinds of taxes were familiar in former 
times. Vatials werd obliged to grind in their Lord's mil}, bake 
in 
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The worſt kind of proportional taxes are thoſe-Boox V. 
which are levied upon private manufacturing, and RIPE - 


upon unmanufaCttured conſumption, where no alie- 
nation takes place. An example of the firſt we have 
in the excife upon malt, cyder, candles, &c. made in 
private houſes for priyate uſe : the laſt is known in 
Holland, where a man cannot kill his own pig, or his 
own calf, without paying a tax. Were taxes of that 
nature extended to the making of bread, cooking of 
victuals; &c. I apprehend they would become of a 
nature more burdenſome than any hitherto invented, 
unleſs public cooks were eſtabliſhed, as public ovens 
are in many parts of France: in ſuch caſes, taxes 
might be levied upon every part of conſumption. 
Inveſtigations of this nature are fo diſagreeable, 
that it is with reluctance I mention them ; but when, 
in fact, ſuch taxes are found eſtabliſhed in different 
countries, it is highly proper, that the nature of them 
ſhould be inquired into. | 
| Taxes in Holland are ſo multiplied, as to deſcend 
to this category, in many places, as we have ſeen by 
the example juſt given; but even theſe, however op- 
preſſive they may appear to thoſe who are not accul- 
tomed to them, are ſtill leſs ſo than many of the cu- 
mulative kind we have mentioned, particularly the tax 
upon induſtry and the capitation in France. They 
approach nearer to proportional taxes, and derive 
every alleviation of their burden from that circum- 
ſtance, He who, pays ſuch taxes, ſees that he can 
avoid them, by retrenching his conſumption ; and 
when they fall upon the neceſſaries of life, he may 


draw them back, providing he be an induſtrious man, 


and that every one who enters into competition with 
him for employment, be equally ſubjected to the ſame 
burden. But they are more burdenſome than thoſe 


in his 2 preſs their wine in the public preſs of the terri- 
tory, 'C, 

This was found very uſeful, in ages when alienation and fale 
were little known; but now they are conſidered as oppreſſive, 
and fo I think they are, when compared with proportional taxes, 
which only take place upon the ſale of the commodity : but fill 
they are far preferable do many taxes of the cumulative kind. 

where 
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where ſale takes place; becauſe when a poor man 


who wiſhes to conſume, wants money, he conſiders 


himſelf in the ſame light as if the thing were not to 
be ſold ; but when he has that which he has acquired 
by his labour, and cannot conſume it for want of 
money to pay for a permiſſion, as it were, he muſt 
either ſtar ve for hunger in the midſt of plenty, or 
be reduced, perhaps, to beggary, for having pre- 
ſerved his life by defrauding the tax. 

What has been ſaid, is, | think, ſufficient to ſhew 
the varieties which occur, when taxes are impoſed 
upon bare conſumption, where no alienation takes 
place: they muſt, in every reſpect, be ranged un- 
der thoſe of the proportional kind, although ſome 
principal requiſites be wanting to engage any one to 
approve of their inſtitution. 

It appears ſtill more difficult to eſtabliſh a propor- 
tional tax upon barter, or the exchange of commo- 
dities one for another, unleſs ſale be underſtood. This 
would be the caſe were a private perſon, not ſubject 
to the exciſe upon malt made in his own houſe, to 
pay in that commodity. He would not there eſcape 
the imputation of fraud ; and might, with propriety, 
be conſidered as a retailer. I do not, however, doubt 
but examples of taxes upon barter might be found; 
ſome even occur to myſelf ; but they are almoſt too 
trifling to mention *, 

The laſt and principal requiſite, to render propor- 
tional taxes eaſy and light, is ſale. There the bur- 
den muſt be proportional to the buyer's purſe ; and if 
it prevents the conſumption of the thing taxed, the 
defect will manifeſt itſelf. 

Of theſe taxes we may ſay, that they are in pro- 
portion to circulation ; and accordingly, we fee how 
difficult it was to raiſe them, ſo long as circulation 
remained confined to the ſmall quantity of coin in the 
country. As money increaſed, both by the increaſe 
of trade and alienations, they became more productive; 


* Two gentlemen in France exchange caſks of their wine, 
they are both obliged to pay a tax upon removing the wine from 
their cellar, I his duty is called Remwage. 


and 
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Fa and were the nature of them rightly underſtood, and Boox V. 

* were they properly impoſed, they would ſoon be 

15 more generally adopted. | 

d In treating of public credit, I have ſaid that it is 

of the duty of a ſtateſman fo augment the quantity of 

t money, in proportion as he intends to multiply taxes 

* on his people. I ſhall now, before I conclude this 

” chapter, explain the meaning of what was there 
thrown out relatively to another ſubject. 


. The money of a country, we have ſaid, bears no 
d determinate proportion to circulation; it is the mo- 
* ney circulating, multiplied by the number of tran- 
* ſitions from hand to hand. Again, we have ſaid, that 
85 the prices of all things are determined by demand and 
0 competition. The meaning of this, as it concerns 
the preſent queſtion, is, that in proportion to the com- 
0 petition of thoſe who appear with money, in order to 
5 acquire what comes to market, a larger or a ſmaller 
* ſum is brought into circulation. : 
t Now, according to the principles laid down in the 
0 firſt chapter, we ſaw how the fuli value of the in- 
ay duſtrious ſeller's expence and profit were made up to 
4 him in the ſale of his work; and if he even advanced 
Xt any tax upon any part of his work or conſumption, 
3 that it was refunded to him by the buyer, who, if 
0 he conſumes in the light of an idle man, pays for the 
whole. 
* Farther, when a proportional tax is impoſed, we 
* ſaid it was, in a manner, as if the ſtate interpoſed at 
if the time of alienation, and exacted of the purchaſer 
1 a certain value in money, in proportion to the com- 
modity, as the price of the permiſſion to acquire what 
2 his own induſtry had not produced. From this I draw 
of the following conſ-quence, that in proportion to the 
Q fax an additional ſum of money is drawn into cir- 
bo culation, which would otherwiſe have remained in 
C the pocket of the purchaſer ; conſequently, on im- 
7 poſing proportional taxes, they cannot, at firſt, ex- 


ceed that 8 of money which is found in the 

pockets of the conſumers, over and above what they 

uſed to pay for what they conſumed. 5 1 
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The truth of this propoſition is eſtabliſhed upon 
many facts. Firſt, in countries where people keep 
their money. locked up, proportiopal taxes are very 


well paid. Hence the great amount of the alcavala 


and cientos in Spain, which amount together to 14 


per cent. upon every conſecutive alienation of the com- 


modities, chiefly indeed for the conſumption of the 
rich. 

Secondly, When exciſes were augmented in Eng- 
land, in the reign of King William, Davenant tells 
us, that the price of the goods exciſed fell, 

Thirdly, when a war has laſted any time in France, 
taxes ceaſe to be ſo productive. 

Are not all theſe, and many other appearances, re. 
ſolved upon the ſame principle, viz. t at taxes muſt 
come out of that money which exceeds what was ne- 
ceſſary for carrying on alienation before they were im- 


poſcd ? 

lu Spain they draw money from the cheſts of the 
hoarders, and increaſe circulation for a while. 

In England, during King William's wars, the quan- 
tity of money being very ſmall, and trade being very 
low, the tax upon malt could come out of no other 
ſund than the price uſually given for barley. 


In France, people are better acquainted with taxes, 


and the great bulk of exciſes are adminiſtered by the 
farmers, who never lower their price; ſo that the 
diminution of the maſs of coin diminiſnes conſumption. 

But when methods can be fallen upon to encreaſe 
money according to the uſes found for it, taxes will 
continue to produce, conſumption will not diminiſh, 
and circulation will keep pace with them. 

Could we ſuppoſe, that before the impoſition of 
taxes, every perion in a ſtate had laid it down as a 
rule, to ſpend the whole of his income, but none of 
his treaſure, in the conſumption of what is brought to 
market, it is plain, that in a luxurious nation, taxes 
might be carried ſo high as to draw the laſt farthing 
of- the treaſure into circulation, even though it were 
ſuppoſed to exceed the value which demand had fixed 


for all that was brought to market, But without a 
| luxurious 
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at once. Will not (Z) then immediately 
vided into (Y) and (X)? What then will become of 
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luxurious turn this would not be the caſe. There are Book V. 
countries abounding with coin, which it is impoſſible 


to come at by proportional taxes. The reafon is plain: 
the Value which demand fixes upon the total of the 
articles of conſumption expoſed to ſale in the eountry, 
bears but a trifling proportion to the coin whieh re- 
mains locked up. This was the caſe in ancient Greece. 
In that caſe, proportional taxes can never exhauſt the 
treaſure; becauſe were they to be made high upon 
articles of the firſt neceſſity, all the poor would ſtarve ; 
if upon articles of ſuperfluity, demand would ſtop. 


Proportional taxes, therefore, can only be raiſed in 


proportion to the deſire of ſpending money; and as 
this deſire depends upon the ſpirit of the people, ſo 
muſt the extent of taxes. | 

Let me now trace a little the progreſs of money 
brought into circulation by proportional taxes in a 
luxurious nation. I ſhall call the value, fixed by de- 
mand, for all that comes to market (). The ſum 
levied in confequence of the alienation of it, or in other 
words, the tum of the proportional taxes (X). And the 
whole money of the country (Z). This premiſed, it 
will follow, from what has been ſaid, that ſo ſoon as all 
the money of the country is brought into circulation, 
_ (Z) will be exactly equal to the ſum of (Y and 
(X). 

Let us next ſuppoſe the whole alienation to be made 
appear di. 


thoſe two ſums which we ſuppoſe to enter into circu- 
lation at the ſame time? I anſwer that (Y) will go en- 
tirely free to the induſtrious ſeller: that it is, or ſhould 
be, nearly equal to the former value of what came 
to market before taxes were impoſed: and that (X) 
is an additional ſum drawn from the idle conſumers, 
who live upon an income already made. But ſup- 
poſe (X) to be augmented, until it exceeds the quan- 
tity of money formerly ſaperfluous for carrying on 
alienation : then I ſay, that either taxes will become 
proportionally leſs productive, or conſumers muſt 
melt down the capital of their funds into paper mo- 

ney, 
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C's a ». ney, to the amount of the deficiency of (X); and 


_ 


this wilLfapply circulation with the additional ſum re- 


" quired in conſequence of the impoſition of taxes. 


Now, | think, it is a lucky circumſtance, that the 
additional ſum of taxes ſhould be paid by thoſe very 
people who are the beſt able to borrow it upon their 


funds. 


Let us proceed to examine the progreſs of (Y) and 


| (X) as they continue in circulation. (Y) is no ſooner 
come into the hands of the induſtrious ſeller, but he 
has occaſion to go to market : that moment I conſider 


him as one of the rich; and the money which, at the 
time he fold, had acquired the denomination of (Y), 
now reſumes that of (Z). When he comes to buy a 
commodity with what was formerly his (Y), there 
is immediately a part of it converted into a new (X), 
and the remainder keeps the denomination of (Y) in 


the hands of him from whom he buys. By this pro- 


greſs it is plain, that after a certain number of aliena- 
tions, or tranſitions from hand to hand, the whole 
quantity (Y) will be converted into (J). 

Experience ſnews this to be the fact; becauſe the 
amount of taxes, in a ſhort time, far exceeds the va- 
lue of all the money of a country. 

Let us next follow the progreſs of (X). 

Upon the firſt alienation of any part of what comes 
to market for the conſumption of the proprietors of 
(), a proportional part of (Z) is transformed into (J), 
and is carried into the public coffers. Were it there 
to be locked up, and not thrown back into circula- 


tion, it is plain, that in a ſhort time the whole of (Z) 


would be converted into (X), and would be ſhut up 
in the Exchequer. 

When the amount of taxes, therefore, is ſent out 
of the country in-time of war, muſt not this produce 
a ſimilar effect ? Hig the exporting that amount 
the ſame effect with the locking it up, ſince the one 


and the other equally take i ut of circulation ? Does 
it not then follow, that if more money be not ob- 


tained, either by borrowing it back from ſtrangers, 


or by melting down more tolid property, that _ 
m 
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muſt ſtop, and (Y) diſappear as well as (X). The rich, Boox V. 
therefore, muſt give over buying, and the proprietor = 


of all that comes to market muſt deal.by barter with 
one another. | 

How naturally do all theſe conſequences follow one 
upon the other! and how exactly do they correſpond 
to the principles which run through that part of the 
laſt book where we treated of banks and public credit! 

Taxes are not raiſcd, at this time, to remain in 
treaſures, but to anſwer the exigencies of the ſtate. 
The moment, therefore, that the money ariſing from 
them comes out of the public coffers, it loſes the 
character of (X) and reſumes that of (Z), in the ſame 
manner that (Y) was transformed into (Z), by being 


brought to market to buy a commodity, This new 


(Z), as we may call it, no ſooner returns into circu- 
lation, than it becomes again converted into (Y} and 
(X), with this difference, however, that what came 
from the exchequer, ſo far as it is converted into (X), 
returns directly into it again. 

Hence it follows, that ſtates commonly pay their 
ſervants the full of their ſalaries, and make them re- 
fund a part in conſequence of cumulative taxes, in- 
ſtead of proportionally diminiſhing what is due to 
them. And when the ſalaries themſelves are intended 
to be laid under poundage, which in fact is an actual 
diminution of them, they chooſe that the tax ſhould 
appear to be a deduction out of what is ſuppoſed due; 
becauſe it ſeems leſs arbitrary to impoſe a tax, than 
to diminiſh a ſalary, without aſſigning any reaſon for 
it; but indeed, beſides this reaſon, it commonly hap- 
pens, that the particular appropriations and admini- 
ſtration of the revenue render that method eaſier. 

With reſpect to proportional taxes they affect the 
expences of the ſtate in the ſame manner as thoſe of 
individuals; with this difference, as we have ſaid, 
that the part (X) returns into the exchequer ; but 
the part (Y) is fairly ſpent by the ſtate, as by the idle 
conſumer. 

From what has been ſaid, we may gather the prin- 


ciples which lead to the moſt extenſive eſtabliſhment 


of 
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Cu ae. of proportional taxes, viz. either to draw by particu- 
VIII. lar regulations, the whole real and groſs produce of 
and and work to market; or at leaſt to bring it under 


the eye of the ſtate, in conſequence of ſome modi- 
fication or manufacture performed upon it, as was ob- 
ſerved with reſpect to malt-houſes, mills, and public 
ovens. When, by ſuch contrivances, the whole groſs 
produce falls under taxation, the proportional taxes 
muſt be gently laid on, and gradually raiſed until they 
in to interrupt conſumption; then they muſt be 
diminiſhed for a while, until diſſipation enereaſes; a 
caſe which will probably happen, as it commonly 
keeps pace with induſtry. 
we ſuppoſe the rich to ſet out on a plan of living 
upon their capitals, inſtead of living upon their in- 
comes, as we have hitherto ſuppoled, then indeed 
taxes may augment to a degree not to be eſtimated. 
This combination has already found a place in the 
26th chapter of the ſecond book, where we examined 
it with regard to the progreſs of induſtry. In that 
place it was ſaid, that in proportion to credit and in- 
duſtry, it might be poſſible in the compaſs of a year, 
to produce commodities to the value of the whole 
property of the moſt extended kingdom, Were that 
the caſe, to what a height might not taxes be carried ? 
(Y) then would repreſent the whole value of the 
country, and conſequeatly, (X) would ſwell in pro- 
portion, according to the competition among the in- 
habitants, to purchaſe every particular article. Sub- 
ſiſtence and neceſſaries might be taxed low in propor- 
tion to the abilities of thoſe of the lower claſſes; ar- 
ticles of Juxury might be taxed in a higher propor- 
tion, in order to draw the more into the exchequer. 
Were taxes thus carried to their utmoſt extent, ſtill 
every perſon in the ſtate mult be left at liberty to 
ſave, or to ſpend the whole, or any part of his ſtock, 
or income ; which is not the caſe when cumulative 
taxes are impoſed. Proportional taxes, though car- 
ried to their utmoſt extent, will not deprive an induſ- 
trious man of his phyſical-neceſlary, nor of 2 
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ward of his ingenuity, nor of that rank in wealth, 
to which his birth or expence entitles kim. 

When taxes have the effect of interrupting this 
harmony of expence, of reſtraining the liberty of 
iquandering, or of ſaving, or of oppreſling one ſet of 
men more than another, in all ſuch caſes, they. are 
improperly impoſed ; and inſtead of being too high, 
as it is commonly ſuppoſed, I think it is a demon- 
ſtration that they are really lower than they need to be. 
The claſſes of men in a modern ſtate, reſemble the 
horſes in a team. When every horſe draws fairly and 
equally, che Whole force is exetted; but if any one 
happens to be ſtrained by an overcharge thrown upon 
him, the force of the team is greatly diminiſhed, _ 

When proportional taxes are carried to their full 
extent, I then preſume every one will be obliged to 
pay as much as poſſible; I do not mean that every one 
will be forced to pay to the extent of his abilities, 
but I ſay, that the generality will; and therefore, 
were cumulative, or perſonal taxes, to be ſuperadded 
on thoſe who already pay all they can, they would, 
by affecting them unequally, deprive many of their 
phyſical-neceſſary, or (mall profits; and conſequently 
deſtroy the proper balance of their competition. 
The ſetting the lower claſſes free from cumulative 
taxes, will only have the effect of putting the grow- 
ing wealth of the penurious and ſaving part of the 
induſtrious inhabitants out of the reach of taxation. 
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This ought in good policy to be done, as has been 


ſhewn in another place. But, farther, we have ob- 
ſerved, that taxes can only be encreaſed in proportion 
to the ſpirit of diſſipation in the people. To force 


money, therefore, out of the hands of thoſe who do. 


not incline to ſpend it, is forcing the ſpirit of the 


people; and if not tyranny, is at leait great ſeverity. 
Beſides, we ſhall preſently ſhew, how theſe ſavings 
cannot eſcape being taxed, whenever they begin to 
produce an income; and allowing that they may be 


A man's rank, in a modern ſociety, ſeems to be determined 
more according to his birth, or to his enpence, than according 
to his ſtock, or income. 


Vol. III. | Y greatly 
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greatly accumulated, and thrown into trade, yer ſtill 
they muſt in 6ne way or other appear in alienation, 
and become ſubject to the proportional taxes. The 
only part, therefore, of the ſavings not affected by 
taxes, will be confined to that which is locked up. 
This in a prodigal nation ſhould never be touched. 
The inconveniencies reſulting to the ſtate from ſo 
ſmall an inequality of taxation, is too trifling to be 
attended to, and too difficult to be prevented. 
come next to examine the extent of cumulative 
taxes. 3 100 
If we ſuppoſe the proportional taxes to be carried 
to their full extent, there will be little place found for 
the cumulative, as has been ſaid. The only objects 
left for them are the ſavings locked up, and the pure 
profits upon trade. | 


But let us ſuppoſe proportional taxes out of the 


queſtion, as they muſt be when contrary to the ſpirit 
of a particular nation ; and then enquire into the 
principles which regulate the impoſition of cumulative 
taxes, in order to diſcover to what extent they may be 
carried, and what conſequences 'may follow - when 
they are brought to a height. o 
This branch has two objects; firſt, income, which 
is determinate; ſecondly, profits from induſtry, which 
are and muſt be very uncertain. 
Income, I divide into two ſorts; that which 199 
ceeds from every branch of ſolid property, capable of 


producing it: Land, houſes, even cattle, furniture, &c. 


all may, in ſome reſpects, produce an income, more 


or leſs permanent according to circumſtances. This 


ſort of income is eſtabliſhed by leaſe. The ſecond 
fort is the intereſt of money, conſtituted by the con- 
tract of loan. 
In impoſing cumulative taxes upon income, it is 
very proper to conſider the nature of every ſpecies of 
it, with reſpect to ſtability. Landed property is fixed, 
and cannot eſcape taxation, were the tax to be carried 
to the extent of the full income, as has been obſerved. 


Were the ſame proportion to be laid on houſes, they 


would ſoon fall ro ruin, becauſe the annual proprietor 
wo 
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in would not keep them up. Like cireumſtances muſt C 
5, be attended to, in taking every other article of re- VII. 
ne venue. "2-99; 15-574 31 Ti l Frag wv dr 
* The method of aſcertaining the value of this kind 
p. of property, is to oblige all leaſes to be recorded, 
d. under a ſufficient penalty. This is the method in 
ſo France, for the ſake of the controle, which is exacted 
be upon recording them; and this, no doubt, facilitates 
the raiſing of the twentieth penny, which operates 
ve upon all ſuch incomes. baden 
The value once aſcertained, the whole income is at 
ed the mercy of the ſtate, in proportion to the impoſſi- 
or bility of avoiding it, by any change on the nature of 
As the fund. It is from this circumſtance that I call all 
re ſuch taxes arbitrary impofitions. And I call them 
alſo cumulative ; becauſe the. reafon given by the 
he ſtateſman for impoſing them, is, that it is juſt ev 
rit one ſhould pay a general tax, for the ſupport of the 
he ſtate, in proportion to his abilities. 
ve As theſe taxes cannot be carried beyond the value 
be of the income which the proprietor cannot withdraw 
en from under the burden, we ſee the a of _ 
eſtabliſhing them upon that income which :proceeds 
ch from money. If a tax of ſo much per cent. be im. 
ch poſed upon money lent at intereſt; the lender may 
immediately call in his capital from his debtor, and 
ro- ſend it away beyond the reach of the tax. If the 
of calling it in be prohibited, then all credit is deſtroyed 
cc. for the future, and no more money will be lent. If 
ore the ſtateſman ſhould incline to profit of the advantage 
his found in ſecuring money upon land- property; and if, 
nd truſting to the deſire monied-people have of ſettling 
on- their capitals in that way, he ſhould take one or more 
per cent. upon capitals ſo ſecured; it will ſtill have the 
is effect of hurting the credit of landed men, who have 
of frequently no good. ſecurity but their land to give. 
ed, It was formerly the practice to allow the landlords to 
ied retain a part of the intereſt, in conſideration of the tax 
ed. they paid upon that part of their land: which was pledged 
ney for the ſecurity of the money borrowed ; but when 
or credit is once eſtabliſhed, that regulation has no other 
uld Y 2 effect, 
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Boon V. effect, than to oblige them to borrow ſo much dearer 


than other people, who have no retention to claim. 
Where indeed credit is precarious, ſuch a regulation 
would be a premium for good ſecurity. | 

In general, I believe, we may ſafely determine, that 
all attempts to lay a tax upon the income of fo fluc- 


tuating a property as money, where the capital is de- 


mandable, will prove unſucceſsful, 
The caſe is different, when the capital is not de- 
mandable, as has been obſer ved in the end of the 8th 
chapter upon public credit; where we were ſuggeſt- 
ing a reaſon for taxing the intereſt of national debts, 
when grown up to the full amount of all the income 
of a country. But a material diſtinction was there 
made, between thoſe debts which were ſuppoſed to be 
conſolidated into a permanent property, and new con- 
tracts which were to be conſidered as debts upon that 
Property. | 

We ſee, therefore, the extent of cumulative taxes 
upon poſſeſſions which produce an income. Let us 
next examine how they may be made to affect other 
articles. | | 

We have obſerved how improper, and how con- 
trary to principles it is, to impoſe proportional taxes 
— thoſe a. of ſale, 8 not change 
the balance of wealth between contracting parties. 
Vet cumulative taxes may then take place; becauſe 
there is no reaſun to make them general, or propor- 
tional. 

When lands, for example, carry titles along with 
them, as is the caſe in many countries; and when, 
as with us in Scotland, they carry a right to vote for 
a member of parliament, a very heavy tax might be 
impoſed upon the alienation of them. The ſame 
may be ſaid of every other eſtate which requires a 
feudal inveſtiture to compleat the right. Thus the 
Lods et vente in France, which is a portion of the price 
of ſuch lands due to the ſuperior or lord-paramount 
of the fee, amounting in many caſes to the ſixth part 
of the price, isa hint for a cumulative tax to be raiſed 
upon the alienation of this kind of property. 


Were 
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Were cumulative taxes properly laid upon perſonal CAT. 
ſervice, a regularity in levying them at ſhort inter- VIII. 


vals, and according to ſome determinate proportion, 
would do a great deal towards communicating to 
_=> all the advantages of thoſe of the proportional 

ind. * 1 

Thus a tax laid upon thoſe who. work by the day, 
may be levied in ſuch a manner as to be tolerably 
ealy. A penny a day (or more if neceſſary) paid by 
every induſtrious man, regularly, once a week, would 
ſoon enable him to raiſe his price in that proportion. 
But then deductions muſt be allowed for all accidental 
impediments; and were a plan to be concerted, 
many other conſiderations would enter into it, which 
it would be ſuperfluous here to mention, and which, 
perhaps, may occur in another place. 

The two articles which, in analizing the extent of 
proportional taxes, we obſerved had eſcaped that im- 
poſition, to wit, money locked up, and the pure pro- 
fits on trade conſtantly accumulated into the ſtock, 
are equally ill adapted to bear a cumulative tax, I 
can ſee no way of taxing money locked up, any more 
than money lent, without opening a door to the 
greateſt oppreſſion. And as to the pure profits on 
trade, although they appear to be income, I rather 
conſider them as ſtock, which, according to prin» 
ciples, ought not to be taxed, My reaſon for not 
conſidering them as income, is becauſe we have ſup- 


poſed them to be accumulated by the merchant into 


his trading ſtock. They reſemble the annual ſhoots 
of a tree, which augment the maſs of it, but are 
very different from the ſeed or fruit which is annually 
produced, and is annually ſeparated from it, If they 
are ſpent by the merchants, then they are undoubtedly 
income, and will be affected by proportional taxes 
but as they may alſo not be ſpent, and become ſtack, 
the cumulative tax will affe& in both caſes. | 
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An INQUIRY ro THz PR INCIPLES 
CHAP. X. 
The conſequences of an Abolition of T axes. 
H A VING endeavoured to deduce the principles 


of taxation, by examining the combinations 
which occur when we ſuppoſe it augmented to the 


bigheſt degree, I muſt now look for new combinations, 


which will ſuggeſt themſelves upon examining the 
„ of a total, or a partial abolition of taxes. 
So far as taxes are abſoluteſy neceſſary for the ſup- 
port of government, no body, I ſuppoſe, can wiſh 
to ſee them aboliſned. The object, therefore, of a 
ſtateſman's attention in levying taxes for indiſpenſable 
national purpoſes, ſhould turn upon the principles we 
have been examining. What now follows relates to 
the conſequences of aboliſhing taxes once eſtabliſhed, 
ſo far as it proves a revolution in the oeconomy of a 
ſtate. This will lead us to examine the conſequences 
of taxes, conſidered as voluntary public contributions, 
independently of the abſolute neceſlity of raiſing them 
ro ſupply the exigencies of the ſtate. We are there- 
fore to examine the conſequences of ſo great a change 
to the whole body of the ſociety, conſidered as a na- 
tion, which requires a public ſtock, to which it may 
have recourſe upon every extraordinary occaſion. 
.- When the intereſt of a whole people is examined 
with reſpect to taxes, they may very properly be di- 


_ vided into the following claſſes, 


Imo, Thoſe who receive the amount of taxes, viz. 
the creditors and ſervants of the ſtate, and thoſe to 
whom they give employment. 

'2do,, Thoſe who advance the taxes, viz. all the 
different claſles of the induſtrious. 

3tio, Thoſe who pay the taxes, viz. all the rich and 
idle ; or in other words, all thoſe who cannot draw 
back what they have paid. : | 

In theſe claſſes are comprehended thoſe who pay 


the taxes, and thoſe who receive the amount of them; 


conſequently, in whatever concerns taxes, the com- 
mon 
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mon intereſt of the whole taken together is what C * 


muſt regulate the conduct of the ſtateſman. 

In order to determine this firſt and general queſ- 
tion, viz. the conſequence of aboliſhing taxes rela- 
tively, to the cumulative intereſt of a hole ſtate, it 
is proper to enquire, engl 

In, What will be the conſequence of aboliſhing, 
taxes, relatively to thoſe who now receive the amount 
of them, , viz. 4 creditors and ſervants of the public, 
and, thoſe to whom they give employment. 

2do, What will he the conſequences of aboliſhing taxes 
relatively to. trade, induſtry, and manufactures: that 
is, Whether theſe great objects are carried on to moſt 
advantage, when every individual contributes largely 
in providing a fund to be adminiſtered by a ſtateſman 
or when no body contributes any thing, but when 
every. one retains the whole of his income, and the 
profits of his induſtry, and diſpoſes of them as he 
thinks proper. | 5 
3tia, What will be the conſequence of aboliſhing 
taxes, relatively to that part of the people who now 
complain that they are forced to contribute to every 
tax, although by their concluſion from the emolu- 
ments, they bear a greater burden than others not 
better entitled to exemption, who thereby profit at 
their expence ? 

To determine ſo intricate a queſtion, ſeveral com- 
binations of circumſtances muſt here be examined, 
and from the particulars reſulting, in every caſe, we 
ſhall, towards the end of this chapter, endeavour to 
point out the general concluſion. I begin by examin- 
ing the conſequences ariſing to the creditors, and to 
thoſe who ſerve the ſtate, from the ceſſation of thoſe 
expences which flow from the produce of taxes, either 
in paying the intereſt of debts, or in defraying the 
whole actual expence of government. | 

As to the creditors, this queition has been already 
diſcuſſed. We haye ſeen that the with-holding the 
intereſt due to them would have the conſequence of 


bringing on ſuch a convulſion in the ſtate, by the 


breach of faith, and ruin of public credit, as would 


Y 4 throw 
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throw every thing into confuſion, But with reſpect 
to the rar oy of the ſtate, we muſt enquire, whe- 
ther the raiſing taxes for defraying this article of 
expence be more hurtful to the people in general, 
than the conſequences of ſuch a revolution in circu- 
lation and employment, which would follow, if the 
taxes were to be ſuppreſſed, and the ſervants em- 
ployed by the ſtate diſmiſſed. | 

When the neceſſity of raifing taxes is out of the 
queſtion, the hurt they do in general to a country is 
when, by the impoſition, the money is taken out of 
thoſe hands who would have employed it for the ad- 
vancement of the proſperity of the ſtate, in order to 
throw it into thoſe who will employ it otherwiſe, 
From this let us now draw ſome concluſions. 

Im, That if money be taken from thoſe who 
would have employed it in feeding themſelves, and in 
continuing their induſtry, the ceſſation of ſuch a tax 
is in a manner giving bread to thoſe who are ſtarving, 

zdo, If money were to be taken from thoſe who, 
having more than bare neceſſaries, would, by its uſe, 
encreaſe the demand for domeſtię induſtry, and were 
that money beſtowed on a tet of men who would 
employ it in the purchaſe of foreign commodities ; 
the ceſſation of taxes, in ſuch a cafe, would, ſo far, 
take the bread out of the mouths of foreigners, and 
give it to our OWN countrymen. 

The abolition of the firſt ſpecies of taxes is ad- 
vantageous to a ſtate in every combination, let the mo- 
ney ariſing from it be ever to well employed. As to the 
ſecond ſpecies, the abolition is not neceſſary ; becauſe 
the vice lies only in the miſapplication of the amount. 

Let us then ſuppoſe taxes to become unneceſſary, 
and all thoſe of the hurtful kind, depriving the in- 
duſtrious of bread, and enriching foreigners at the 
expence of citizens, to be taken off. 

uppoſe that after all, there ſhould ſtill remain more 
taxes than are ſufficient for ſupplying all the neceſſary 
charges of goverament, when adminiſtered with pru- 
deace and with oeconomy, and that this ſurplus is be- 
ſtowed in gratifying individuals, beyond the value = 
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all the ſervices they do the ſtate: I aſk whether this Cn av. 
ſuperfluous expence is immediately to be cut off, and. I. 


taxes diminiſhed in proportion; or whether it would 
not be more proper to let the taxes ſubſiſt, and to think 
of a better method of applying the amount of them ? 

I anſwer, that according to the ſtate of the queſti- 


on, the body of the people, who are all made to con- 


tribute towards the enriching of a few of their num- 
ber, may juſtly complain of the inequality of their con- 
dition, and have a title to demand an abolition of 
their taxes, unleſs it can evidently be made appear, 
that by granting their requeſt, there would follow a 
prejudice to the ſtate, which would affect their own 
intereſts as individuals. Ops 

To diſcover how far this may be the caſe, let us 
form as many combinations as we can, relative to the 
effects of diminiſhing taxes, and candidly examine 
the moſt natural conſequences of every one. If we 
find that the maſs of a people gain, in general, more 
than they loſe by paying taxes impoſed with mode- 
ration and r 09 and ſtill more if it appears that 
their eaſe and proſperity depend upon the levying 
and expending of ſuch taxes; I think we may con- 
clude, that all diminutions of them which hurt the 
intereſt of the greater body, are in general hurtful to 
the ſociety. - 

Let me firſt ſuppoſe a general reform of all un- 
neceſſary expence to take place at once, and a pro- 

rtional abolition of taxes to go hand in hand with 


it. Would not all thoſe who at preſent ſubſiſt by the 


ſuperfluous expences of government, be reduced to 
mifery ? Would not all thoſe who ſupply unneceſſary 
wants, equal to the whole amount of the taxes ſup- 
preſſed, be forced to be idle in proportion ? The 
millions who contribute in paying thoſe ſums would 
be differently affected. Thoſe who pay out of a fixed 
and certain income, would feel an immediate benefit 
from it; thoſe who contribute by — 9 — taxes 
would alſo be gainers, providing they be of the idle 
claſs ; but all the induſtrious would loſe in proporti- 
on, if the prices of ſubſiſtence ſhould not fall with the 

| diminution. 
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Boox V. diminution of their taxes. All the manufacturers of 
e xtiſeable goods, who had been uſed to advance the 
taxes, as we have obſerved, would gain conſiderably. 
For the diminution of the taxes would be total as to 
them, though not to their cuſtomers ; becauſe traders 
would never want pretences for keeping up the price 
of their commodities beyond the proportion of 4 4 
it ought to be, when duties are taken off. 
decide with the greater certainty as to, this parti- 
cular, from the analogy it. bears to the conſequence 
of changing the denominations. of the coins in France, 
which long experience ſhews never to have the imme- 

diate effect of regulating prices A ee 
But as we are here conſidering the conſequences of 
a ſudden abolition of taxes, let us, for a moment, con- 
ſider, with an eye of humanity, the ſcenes which 
would unavoidably open to our view, both in the for- 
merly opulent habitations of thoſe who were wont to 
wallow in public money, and in the comfortable 
dwellings of many others of every denomination, who, 
either as the reward of merit, or as the recompence 
of painful induſtry, had ſupplied the wants of uſeleſs 
armies, navies, arſenals, dock-yards, &c, formerly 
paid out of taxes, now aboliſhed, and who thereby 

had ſubliſted and brought up their families. 

Are not all theſe children of the ſtate ? Have they 
not had fathers and mothers who have been greatly 
relieved by procuring ſuch outlets for them? Have 
they not children who are educated and brought u 
with the amount of their ſalaries, and JO of their 
ſervice? Have they not had people of every clais of 
induſtry, who have gained their bread by providing 
for their wants, while they were fupplying thoſe of 
the ſtate, now become ſuperfluous? In one word, 
does not the money they receive, circulate and re- 
turn to the grand river, as I may call it, in the ſame 
manner as that of other members of the ſtate? 

For theſe reaſons, I ſay, that taxes once properly 
impoſed, and brought to circulate through a. certain 
channel for a long time, cannot, ſuddenly; be ſuppreſſ- 
ed, without occaſioning far greater miſery and diſt 2 

than 


up . 


mm e 2 een 


—— — — 


— — — gra. A 


— — RA 8 = — ma. 


A -A - = _ - aa — 


A ä RP 


o POLITICAL OECONOMY. 


gree of intelligence. This is no wiſe peculiar to the 
ſuppreſſion of taxes; it is equally the ſame, in every 
ſadden revolution of property. hen the Templars 
were univerſally rooted out of Chriſtendom, who 
doubts of the afflictions, miſery, and diſtreſs, which 
followed to every claſs of inhabitants employed by 
them, in every kingdom in Europe? Could ſo large a 
conſuraption as that of ſo great an order ceaſe at once, 
without drawing along with it numberleſs inconveni- 
encies ? Did not the reformation itſelf, otherwiſe ſo 
great a bleſſing, ſtarve a multitude of poor who were 
fed by the monaſteries? Did not the ſecularization of ſo 
many eccleſiaſtical benefices do great prejudice to 


many families, by blotting out an infinity of ways of 


procuring an eaſy livelihood for their children? Let 
thoſe who do not feel the truth of what I here ad- 
vance, examine the ſtate of the proteſtant nobility in 
Germany, where you find the ſame hardſhips ſtill 
ſubſiſting, though in a degree much inferior to what 
it muſt have been at the time of this ſudden revolu- 
tion, which took bread from thouſands of the younger 
ſons of noble families. | 

Such revolutions have happened; ſuch inconveni- 
encies have been felt: but they were not the de- 
liberate act of any particular ſtateſman, They were 
the effect of thoſe convulſions which the human paſſi- 
ons occaſion, No body can juſtly impute them as ne- 
ceſſary conſequences of a reformation in religion. But 
let any ſtateſman now, from a cool reflection upon the 


unneceſſary load of employments in church, ſtate, ar- 


my, navy, finances, and law, and from a principle 
of diſtributive juſtice, aboliſh at once all that is ſuper- 
fluous, and the taxes, at the ſame time, out of which 
the emoluments ariſe, he will very ſoon ſet before the 
eyes of his people, ſuch a ſcene of compaſſion, as will 
quickly blot out the remembrance of the favour. 

We ſhould not then find ſome individuals reduced 
to want, but numerous families; not a parcel of beg- 
gars ſtarved, but induſtrious manufacturers; not a ſet 
of ecclefiaſtics, who from their ſtate of celibacy and 
retreat, 
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retreat, appeared already, in a manner, 1 from 
the commonwealth, but a multitude ple con- 
netted by marriage, by ſociety, and by all the tender 
bonds which unite mankind. Such a ſcene, I ſay, 
would not fail to excite compaſſion in the heart of 
thoſe very men in whole favour the deſolation was to 
be brought on; and the ſtateſman would thereby loſe 
the whole merit of his ill judged zeal for diſtribu- 
tive juſtice, and be conſidered in the moſt unfavoura- 
ble light that paſſion or prejudice could ſuggeſt. 

This is a digreſſion introduced with no intention to 
favour a miſapplication of public money, but to 
point out how far a reformation in this particular is a 
delicate operation. 

A good phyſician never attacks a diſeaſe by violent 
remedies, when mild ones, with time, may be made 
to produce the ſame effect. Nothing can reſemble an 
ingrained diſeaſe in a human body, more than an in- 
grained vicious habit in a ſtate. The ſpirit of a nati- 
on is influenced, as has been ſaid, by the adminiſtra- 


tion of its government. So large a ſum of miſapplied 


money creates a political diſeaſe, which muſt be purg- 
ed away by degrees; and new doors muſt be opened 
to receive thoſe whoſe former method of ſubſiſtence is 
thereby intended to be cut off. | 

Let me next examine the conſequence of a gradual 
and inſenſible redudion of taxes, relatively to trade, 
induſtry, and manufactures. | 
It would be both tedious and ſuperfluous to trace 
the ſteps by which ſuch an operation ought to be con- 
ducted. Let me ſuppoſe it compleat ; but let it not 
be fo very gradual as to blot out all remembrance of 
the age of taxes, and of their effects. 

We have ſufficiently analized the whole progreſs of 
circulation; we have * $row how it muſt conſtantly be 
in proportion to alienation, and how, when deficient, 
induſtry ſuffers a check. Even when peace is reſtored 
after an expenſive war, we have ſhewn how circula- 
tion diminiſhes, from the abatement of public ex- 
pences, how money ſtagnates, and how it is conſoli- 
dated upon property of a more permanent nature. 


Let 
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the circulation of the exchequer muſt ceale in propor- 
tion; conſequently the whole alienation, and the 
whole induſtry which is the object of that alienation, 
muſt ceaſe alſo. The money iſſued from thence at 
preſenr, continues its progreſs from hand to hand, and 
all is found neceſſary for circulation, in this age of 
taxation, as we have called it: What a deal of in- 
duſtry is implied in the circulation of a ſum equal to 
all the taxes! Let thoſe who chooſe to calculate, ſtate 
the following proportion, becauſe I will not here in- 
rerrupt my ſubject. ” 

As the whole money of the country is to all the 
alienations performed by it, ſo is the ſum of the taxes 
to that part ot alienation which will fall with them. 

If a gradual diminution of taxes muſt have the 
effeQ of extinguiſhing ſo much induſtry, it will have 
the effect of ſtarving the induſtrious who lived by it. 
But before they ſtarve, the price of work muſt fall 
below the price of the narroweſt ſubſiſtence : becauſe 
the never failing foreign demand for ſubſiſtence, will 
keep it above the rate of their ſlender abilities, as 
long as any trade remains. ** 

To imagine a foreign outlet for cheap manufactures, 
while the ſubſiſtence of workmen is at par with other 
nations, is againſt all principles; as it is againſt expe- 
rience, to (ce a country without revenue, and with- 
out taxes, carrying on with ſucceſs the operations of 
induſtry and foreign trade. 

Compare, therefore, the ſituation of ſuch manu- 
facturers wich thoſe in the age of taxes. Compare 
thoſe who would augment a ſupply far beyond all the 
demand for it, with thoſe who are paying large taxes, 
and as regalarly drawing them back, either upon the 
ſale of their work, or in conſequence of wages which 
enable them to be idle two or three days in a week. 

In ſuch a ſituation, how ardently would the former 
wiſh to ſee the idle conſumers furniſhing again a co- 
pious ſupply of money to government, for removing 
ſuch inconveniencies! They would then quickly per- 
ceive that they had not been of that claſs which _ 

elt 


333 
Let us now apply theſe principles to the queſtion Cu Ar. 


| at be aboliſhed ſo gradually, IX. 
before us. Let taxes be a ed ever ſo gradually, 


FFP ˙1420iÜ ü ̃˙*ůͥ eo II , ,, 


334 An INQUIRY ro run PRINCIPLES 


Boox V. felt the load of taxes; they would recal to mind the 
Joyful hours they had ſpent in public houſes; the for- 
- tunes which every induſtrious man might hope to ac- 
cumulate, while every branch of induſtry was kept 

alive, by the means of a copious circulation: | 

If, therefore, the induſtrious claſſes of a people can- 
not be benefited by an abolition of taxes, let us next 
inquire, to whom the advantage would accrue. 

It has been ſaid, that the idle conſumers pay all 
taxes of the proportional kind; the proprietors of 
lands, houſes, &c. bear every where a very large 
ſhare of taxes both eee and cumulati ve. This 
claſs of men, therefore, are thoſe who bid the faireſt 

to reap a benefit from an abolition of them. But the 
proprietors of lands are by no means included in the 
claſs of idle conſumers, in every reſpect; altho' they 
may be conſidered in that light, with reſpect to ſuch 
taxes upon their conſumption as they do not draw 
back from their direct induſtry, in producing ſome 
manufacture which they may ſell again, with a profit 
proportional to the tax they paid. They are maſters 
of a property, which in a country of induſtry, is dai- 
ly augmenting in its value. Their fortunes, often 
ſwell faſter than thoſe of any one claſs of the induſ- 
trious; but they augment by annual income; the for- 
tunes of all the reſt, increaſe by the capital. Every 
penny raiſed in a landlord's rent, is equivalent to half 
a crown gained by a merchant. 

If it be true that taxes, rightly impoſed, do no pre- 
judice to any of the manufacturing, or any-wiſe induſ- 
trious claſſes of a people; and if it be true, that an a- 

bolition of thoſe taxes, by contracting circulation, 
would diſcourage induſtry; then we may determine 
that the landlords would loſe much more in finding 
the improvement of their lands interrupted, than all 
they can gain by adding their taxes to their preſent 
fortunes. 

Combinations of this fort are ſo involved, that I 
cannot pretend to unfold them ſtep by ſtep, as might 

be done in caſes of a more ſimple nature. The con- 
cluſions therefore drawn from reſearches of this _ 
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do not command that aſſent, which we find in a man» CMAx. 
ner extorted from us on other occaſions. In this chap- IX. 
ter, I have not undertaken to demonſtrate that the ju- 


dicious impoſition of taxes is advantageous to a coun- 
try in every reſpect. My view is to point out the 


advantages they actually have. The common opini- 


on is that they are hurtful. Our feelings, however, 
have raiſed doubts with many great men concern- 
ing the truth of that propoſition. If my inveſtigati- 
ons, however imperfect, and however liable to objec- 
ons, ſhould facilitate to others the clearing up a point, 
which is beyond the reach-of my capacity to extricate, 
this conſideration will be a ſufficient encouragement 
for me to proceed. | | 
Let me, therefore, lay aſide the thoughts of ana- 
lizing the effects of taxes, with fuch accuracy as to 
form a demonſtration of their being more beneficial 
than hurtful to an induftrious nation, and that the 
throwing them back into circulation does more good, 
than the raiſing them does harm. But let me ſhew, in 
general, that the intereſt of landed men, who, I think 
have, beyond all doubt, been proved to be thoſe 
who, in the firſt place, pay a conſiderable part of pro- 
portional taxes, does by no means require an aboliti- 
on of them. | ; 
The proprietors of lands, whom we have hitherto 
conſidered as being of the claſs of the idle conſumers, 
advance their rents by the great demand produced'for 
ſubſiſtence, in conſequence of induſtry. This, if it 
does not raiſe the price of ſubſiſtence, keeps it, at 
leaſt, at an equal ſtandard; and that ſtandard 
muſt bear a proportion to what it is worth in o- 
ther nations, as long as trade ſubſiſts. But let trade 
decay, let domeſtic induſtry fail, it will not be the 
foreign price which will then ſupport the rate of our 
markets. What a multitude of circumſtances contri- 
bute to the exportation of our ſuperfluity ! I can ſend 
from Charing-croſs, any parcel whatever, to the diſ- 
tance of fifty miles, cheaper than from my own'coun- 
try habitation, where I can have a man, with a cart, 
for two ſhillings a day, From Charing-croſs, I can 
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ſend, at an hour's warning many thouſand tuns 
weight: here I could not do the ſame in many weeks. 
Near London, an extended common may be incloſed 
and improved in a ſeaſon: here, the improvement of 
a ſmall field is the buſineſs of a man's life. Let me 
even conſider how matters are changed within theſe 
fifty years, Undertakings which now are executed 
with little difficulty, were then abſolutely impractica- 
ble. An army was neceſſary thirty years ago to make 


a road of a hundred miles, and the inhabitants were 


aſtoniſhed at the execution of it *. 

Were it neceſſary, at this time, to do as much eve- 
ry year, if money be but provided, hands will not be 
wanting, either to conduct or execute the plan. 

The number of people, well employed, makes the 
proſperity of a ſtate; and the profits of the opulent 
claſſes, by the augmentation of induſtry, more than 
compenſates all the burden of their taxes. They grow 
in relative wealth; and the acquiſitions they make, 
are commonly exempted from the cumulative taxes 
raiſed upon their poſſeſſions. In proportion to their 
induſtry in improving their lands, their fortunes aug- 
ment. The preſent ſyſtem of taxes does not inter- 
rupt their operations. Were any great change in that 
— to take place, which might ſink the mar- 

et prices of ſubſiſtence, even allowing that it would 


prove an advantage to foreign trade, they, I am ſure, 


would be the firſt who would feel the inconvenience. 

It may be wondered, why I have not ſuggeſted, as 
a conſequence of taxes, the increaſe of the price of 
the earth's productions, which is a direct indemnifi- 
cation to all the landed intereſt, more than equivalent 
to the taxes they pay. But taxes upon land, do not 
augment the price of grain, as they raiſe the price of 
exciſeable goods. The reaſon is plain. The tax up- 


on land affects only the proprietor's ſhare of the pro- 


duce of his lands: were he to attempt to raiſe the 
price of his grain in proportion to the tax he pays, his 
farmer, who pays no land- tax for his portion, would 


* Wade's road through the highlands of Scotland. 
underſell 
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underſell him in the market. A tax never can raiſe CA. 


a price, except when it is laid on ſo univerſally as to 


make it impoſſible for any perſon to avoid it, who 


ſells in competition with another who pays the duty. 
It is from this principle that ſmuggling often ruins 
fair traders: the ſmuggled goods are ſold cheaper than 
thoſe which pay duty, and the fair trader is thereby 
forced to ſell below what he can afford. 

On the whole, I believe that when this queſtion is 
thoroughly underſtood, it will be found, that taxes 
affect prices far leſs than any one could imagine; ex- 
cept in the caſe of exciſes, rightly impoſed, and le- 
vied without fraud. There indeed they have their 
effect; but in every other mode of impoſing them, I 
am apt to believe that they do not produce the con- 
ſequences commonly aſcribed to them. I have al- 
ready ſuggeſted the reaſon in a former chapter upon 
this ſubject; where the influences of competition in 
the markets where commodities are ſold, has been 
proved to work more irreſiſtible effects in regulating 
the price of work in general, than any thing that 
taxes, not immediately impoſed upon the very article 
of conſumption, can produce. But if in ſpite of all 
that has been ſaid, it ſhould be urged that the prices 
of labour and manufactures riſe in proportion to 
taxes, I anſwer, that the difficulties reſulting upon 


this hypotheſis, would be many more than could be 


objeQted to the other theory. Could, for example, 
any man aſſign a reaſon, why a pound of the beſt 
ſnuff in England ſhould be fold dearer than in France, 
where it pays a duty of above two ſhillings ſterling; 
why many articles of manufacture can be afforded 
cheaper in England, and in Scotland, where taxes are 
certainly lower ; and although a day-labourer in the 
ficſt be paid a ſhilling, andin the laſt little more than 
eight pence; why ſubſiſtence ſhould be abſolutely 
dearer in Scotland than in England, taken upon an 
average; why univerſal experience ſhould prove, that 
when the price of ſubſiſtence is raiſed by ſcarcity, 


work inſtead of riſing, is conſtantly lower than at 


other times ? 
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From all theſe appearances, added to the arguments 


I have uſed to prove that taxes are not prejudicial to 


induſtry, I conclude, that the theory I have attempt- 
ed togive is juſt in the main; and that when taxes 
are judiciouſly impoſed, and actually levied without 
oppreſſion, they enrich a nation. ; 

imo, By putting into the hands of a good ſtateſ- 
man, the means of removing every abuſe ; of render- 
ing the ſtate reſpected by its enemies; of ſupporting 
every claſs of induſtrious inhabitants, when their par- 
ticular branch falls under diſtreſs; of providing an 
outlet for mauy young people, who in time become 
ornaments to their country, and inſtruments of her 
defence; of ſupporting foreign trade by bounties on 


exportation; of encouraging the improvement of lands, 


the eſtabliſhment of colonies, the extenſion of fiſh- 
eries, and every other ſcheme for augmenting the 
production of ſubſiſtence and manufactures. 

2do, That the multiplication of taxes, excluſive 
of the encouragements juſt mentioned, which are be- 
ſtowed gratuitouſly on trade and manufactures, do, 
of themſelves, and independently of the proper ap- 


plication of their amount, augment, demonſtratively, 


the mals of circulation, alienation and induſtry ; and 
in this reſpect may be conſidered as a voluntary con- 


_ tribution, in the firſt place at leaſt, from the rich 


who pay them, to the induſtrious who direQly draw 


them back. 

- 3tio, As to that part of the people, who pay their 
taxes without ſharing the advantages of thoſe who 
ſerve the ſtate in lucrative employments, I ſay the in- 
duſtrious part of them pay nothing; and the demand 
for what they produce, is greatly increaſed by the ex- 
pence of thoſe very men who are the objects of their 
envy: and farther, that if an alteration were to. be 
made on the revenue, by any abolition of taxes, thoſe 
wha imagine themſelves hurt at preſent, might find, 
by ſad experience, a much greater, and much more 
real hurt, from what would diſturb the harmony of 
the preſent ſyſtem. | | - 
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To conclude, we have a tolerable notion of the Cn 4 
ſtate of induſtry in former times, when taxes were IX. 
little known: we may ſee the progreſs it is making 


in countries Where, at preſent, impoſitions are com- 
paratively lower than elſewhere; and we may com- 
pare the ſtate of thoſe countries with our own, as to 
eaſe and happineſs. From ſuch inquiries, nothing, I 


1 can be concluded in favour of the progreſs. 
0 


induſtry, from an abolition of taxes. 

That ſuch an abolition may produce ſome good ef- 
fect, as yet unknown, I ſhall not pretend to deny: 
we have not lived long enough to ſee any experiment 
of this kind put in practice. 

From the expoſition I have given of this matter, 
there ariſes a great difficulty to be ſolved. 

Taxes are paid, no doubt, and no body according 
to this theory ſeems to pay them. The induſtrious 
draw them back; the proprietors of land and ſolid 
property are ſaid to be indemnified; prices, it would 
appear, are not to fall by a diminution of taxes in fa- 
voureven of the moſt idle conſumer ; they are not made 
to riſe in conſequence of an augmentation on them : 
Whence then do taxes proceed ? From what fund do 
they ariſe ? What intereſt do they affect? I can ſolve 
all theſe difficulties by an anſwer to another queſtion. 
From whence ariſes the value of a ſmall parcel of flax, 
when wrought into fine lace? It ariſes from the price 
paid for time well employed ; which produces 5 
when ſpent in idleneſs. This 1s the fund out o 
which the greateſt part of taxes is paid; it is a fund 
created by induſtrious Britons, which I hope will 
increaſe for many centuries, tho' taxes ſhould increaſe 
in proportion. It is worth ten times all the taxes 
which could be raiſed, and all the landed property 
without it. Let that time be ſpent in idleneſs, and 
the whole produce of this iſland would not ſupply the 
expences of government for a month. 


* CHAP. 


—— 


0 * 


l % LS eto anon 


Book V, _ 
— 


Fa 


Ax INQUIRY into ths PRINCIPLES 
CHAP. X. 
Are taxes a ſpur to induſtry, as ſome pretend ? 


IT is not eaſy to find out, 4 ori, how taxes ſhould 
prove a ſpur to induſtry, What makes ſeveral peo- 


ple adopt this opinion is their feelings, in conſequence 
of many circumſtances ariſing from experience, ra- 
ther than what reaſon, or the nature of the thing has 


pointed out. But as nothing can be produced with- 
out an adequate and natural caule, it is proper to ex- 
amine this political problem, by an 1 of the 
rs a we have laid down in the former chapters. 
theſe be juſt, we ſhall diſcover by them, how it 
happens that in countries where taxes are high, where 
living is dear, and where every circumſtance ſeems to 
render the means of ſubſiſtence difficult to obtain, peo- 
ple live in the greateſt plenty, are beſt and moſt eaſi- 
y ſubſiſted, and that induſtry there makes the great- 
eſt progrels. | 
For the ſolution of this queſtion, let us call to mind 
the principles which influence the multiplication of 
mankind, and the increaſe of labour and induſtry, laid 
down in the firſt book. We there explained how the 
wants of mankind promote their multiplication. 
Money, the inſtrument of alienation, was repre- 


ſented as the primum mobile in this operation; a de- 


fire in the rich of acquiring every thing with money, 
that is demand, was ſhewn to be the {pur to induſtry 
in the poor. It was ſaid, that if riches did not inſpire 
a taſte for luxury, that is for the conſumption of the 


labour of man, theſe riches would not circulate; and 


that they would then be adored rather as a god, than 
made ſubſervient to the uſes of men. 

Connect herewith that the impoſition of taxes is a 
method of bringing money into circulation; that thoſe 
of the proportional kind have the effect of drawing 
from the rich, an additional price upon every thing 


they buy, which goes for the uſe of the ftate, and 
| which 
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which otherwiſe would not have entered into circula- Ci . 


tion at that time. 7 


From theſe principles, I conclude that taxes pro- 


mote induſtry; not in conſequence of their being 
raiſed upon individuals, but in conſequence of theig 


being expended by the ſtate ; that is, by increaſing 


—- 


demand and circulation, A 

From the principles above laid down, I cannot diſ- 
cover the ſhadow of a reaſon, to conclude that the 
taking arbitrarily away from ſome individuals, a part 
of their gains by cumulative taxes, or proportionally 
from others, by augmenting the price of what they 
buy and conſume, muſt in any reſpect imply an in- 
citement in the conſumers to demand more; and with- 


— 


out this it never can excite the induſtrious to augment 


the ſupply. | | 

I readily allow that every one who has been oblig- 
ed to pay a tax may have a deſire to indemnify him- 
ſelf of the expence he has been put to by augment- 
ing his induſtry ; but if on the other hand, taxes have 


put every one to a conſiderable additional expence, in 


proportion to his eſtate, it would be abſurd to allege 

this diminution of his fortune, as the cauſe of a defire 

to augment his conſumption, | | 
Examine on the other hand, the uſe made by the 


ſtate of the money raiſed, and you will eaſily per- 


ceive the juſtneſs, I think, of the above mentioned 
principles. This money belongs to the public, and 
is adminiſtered by private people. Public expence is 
defrayed with a full hand; they who beſtow the 
money, beſtow it for the public, not for themſelves 
and they who work for the public, find, or ought to 
find, the greateſt encouragement to be diligent. 
Every application of public money implies a. want 
in the ſtate; and every want ſupplied, implies an en- 
couragement given to induſtry. In proportion, there- 
fore, as taxes draw money into circulation, which o- 
therwiſe would not have entered into it at that time, 
they encourage induſtry ; not by taking the money 
from individuals, but by throwing it into the hands 


of the ſtate, which ſpends it; and which thereby 
2 3 throws 
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Boox'V. throws it directly into the hands of the induſtrious, or 
ol the luxurious who employ them. 


It is no objection to this repreſentation of the mat- 
ter, that the perſons from whom the money is taken, 

ould have ſpent it as well as the ſtate. The anſwer 
is, that it might be fo, or not: whereas when the 
ſtate gets it, it will be ſpent undoubtedly. Beſides, 
had it been ſpent by individuals, it would have been 
laid out for the ſupply of private wants, which are not 
near ſo extenſive as thoſe of the public; and farther, 
when money is ſo taken fromrich individuals. it obliges 
them to find out a way of procuring more, out of 
their ſolid property; and when this facility is not 
procured for them by their ſtateſman, we ſee how 
taxes become both oppreſſive and ill paid. On the 
contrary, when it 1s provided, either by the returns 
of foreign trade, which greatly augment the coin of 
a country; or by banks, which melt down property 
into paper circulation ; we ſee taxes augmenting con- 
ſtantly, without creating any impediment to con- 
ſumption, or diſcouragement to induſtry. All theſe 
conſequences hang in a chain, and hence the ſolidity 
of the principles upon which they depend may be ga- 
thered. 

After this ſolution of the queſtion propoſed, let 
thoſe who are verſed in hiſtory combine circumſtances, 
and examine whether facis do not prove the truth of 
what I have ſaid. 

During the time of the Roman empire, when the 
riches of Aſia flowed into the coffers of Rome, and 
were conſtantiy exhauſted by the prodigality of the 
emperors, we perceive, from many circumſtances, to 
what a degree the conſumption of ſuperfluities aug- 
mented. The price of certain commodities roſe to an 
exceſhve height; induſtrious people, of the loweſt 
extraction, were daily ſeen to amaſs prodigious for- 
tunes: theſe are proofs of circulation. But when we 
confider the expences of a Lucullus, or of a Craſſus, 
who conſumed, it is faid, the work of ten thouſand 
da ves, and compare the conſequence of that conſump- 
rion with the expence of a modern, who ſhould con- 

ſume 
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ſume the induſtry of ten thouſand freemen, - we-ſhall Cn ax, 


find a wonderful difference in the effects of the one 

and of the other with reſpect to circulation, and the 

encouragement given to induſtry, 
There was no alienation between Craſſus and his 


ten thouſand ſlaves, notwithſtanding all the work 


conſumed ; conſequently, the only circulation implied 
by this conſumption was in proportion to the neceſ- 
ſaries which the maſter was obliged to purchaſe for 
ſo great a multitude : and if we ſtill ſuppoſe all thoſe 
neceſlaries to have been produced by their own labour, 
then the ſtate of Rome could not, but by an-arbitra- 
ry impoſition laid upon Lucullus and Craſſus, draw 
one farthing out of their coffers; conſequently, induſ- 
try could not increaſe in proportion to the loads of 
wealth brought from Aſia by thoſe generals. Where» 
as were Lucullus now at London, or at Paris, he 
would not be able ta ſpend a ſhilling, without giving 
a penny, and perhaps more, out of his treaſure to the 
ſtate, which would immediately throw it back into 
circulation. | 

As we are now on the ſubject of circulation among 
the ancients, let me briefly trace the progreſs of it in 
Europe, through different modifications, to our own - 
times, and fo cloſe this chapter. 

When the ſeat of empire was tranſlated to Conſtan- 
tinople, and all the Aſiatic provinces attached to the 
Emperors of the Eaſt, a ſtop was put to the augmen- 
tation of coin and bullion in the empire of the Weſt. 
A conſiderable part of what had formerly been there 
returned to Conſtantinople, and the remainder fell a 
prey to the barbarous nations which overran it. This 
may be called the firſt period. | 

Theſe barbarians, by enſlaving all the ancient inha- 
bitants, and by forcing them to perform every kind of 
ſervice, muſt have had little uſe for coin. What they 
coined appears to have been broad and thin. 

Let any one reflect upon the inſenfible waſte of ſil- 
ver plate, and the ſtill greater loſs on coin which cir- 
culates; the vaſt ſums carried off in the time of the 

| 2 4 Croiſades; 
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Boox V. Croiſades; the quantities. buried or thrown into 
riveers in times of devaſtation ; and add to theſe cir- 
= cumſtances, that from the fifth century after Chriſt, 
till the diſcovery of the Indies, there was, probably, 
little or no ſilver or gold brought into Europe; and it 
will appear very natural, that coin ſhould have been 
at that time much more ſcarce than formerly, 

Ho contracted circulation was during the 1 3th 
and 14th centuries, may be gathered from the anec- 
dote concerning alienation in France, mentioned in 
the third chapter upon public credit. wm 

But farther the great ſubordination eſtabliſhed by 
the feudal form of government, and the military ſer- 
vices to which ſuch numbers were bound, had the 
effect of preſerving the ancient ſimplicity of manners, 
ſo unfavourable to induſtry. The conſequence was, 
that Princes could raiſe no taxes; and that all the 
money the people had was locked up in their cheſts. 
We know there were in thoſe days abundance of 
wealthy people; but their wealth inſpired them with 
no diſpoſition to conſume at the expence of ready 


money. 
The diſcovery of the Indies opened a third period, 
and threw great riches into the hands of the Spaniards; 
the houſe of Auſtria was the firlt enriched, and ap- 
2 with great ſplendor for ſome time. Charles 
by his extenſive dominions, had an opportunity of 
diſt ibuting this new gotten treaſure among his ſub- 
Jets in Flanders, his native country: this ſet induſtry 
to work in that quarter. The Portugueze diſcover- 
ed the Eaſt Indies: a new enticement to luxury; a 
new motive to become expenſive. The Hollanders 
became a trading people, and with the money which 
their induſtry had drawn from the magnificent Spa» 
niard, they ſhook off his yoke. Money inſenſibly be- 
gan to circulate. Princes immediately found, as has 
been ſaid in the ſecond book, that it was neceſſary for 
them alſo to augment their revenue, in order to 
maintain a proper ſuperiority over their ſubjects in 
point of riches. The increaſe of circulation among 
individuals made it more eaſy to raiſe taxes; and the 
throwing 


— i. dt W 


„ 


„ wt — 


r - I eee rr 


or POLITICAL OECONOMY. 


throwing the amount of them back again, in grati- Ca». 
fications to the chief people of the ſtate, engaged I. 


thoſe who came by money in a manner gratuitouſly, 
to expend it as freely as they received it. No won- 
der, then, if Princes found it an eaſy matter to load 
their ſubjects. They were ſupported in this ſcheme 
by the great men of the ſtate, who found a benefit 
from it. This revolution has totally changed the face 
of affairs in the preſent period of circulation. Courts 
are (ſplendid ; armies are numerous; buildings, in ei- 
ties and in the country, are magnificent; an old city, 
compared with a new one, appears hideous; all public 
works are carried on with that ſolidity which we ad- 
mire in thoſe ancient Princes and ſtates, when nations. 
led into captivity were employed to perform them. 
In thoſe days the magnificence of Princes was in pro- 
portion to the groans of their ſubjects; now they are 
in proportion to their wealth and eaſe. Whence 
— the difference, the effects are the ſame? 

rom good government, and a well regulated politi- 
cal oeconomy. | ; 
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CHAP. XI. 


Confiderations upon Land-Taxes, with ſome Obſervations 
upon thoſe of England and France. 


F all the kinds of cumulative taxes, that which 
is properly impoſed upon lands ſeems the 


beſt : that is, it implies the feweſt inconveniencies to 


the perſons paying, and to the ſtate in raiſing it. 
That it is an unequal impoſition is plain and certain: 
this character is unavoidably attached to every ſpecies 
of cumulative taxes, in one way or other. It has 
allo the effect of caſting general diſcredit upon the 
purchaſe and improvement of land; becauſe the pro- 
prietors are naturally expoſed to augmentations, which 
may, almoſt with the ſame eaſe, be carried to the to- 
tal amount of the income, as to any proportional part 
of it, This has been mentioned in a former chapter, 
where the intereſt of a nation's debts was ſuppoſed 

to 
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Boox V. to encreaſe fo as to equal the value of all the land- 
» rents, and the whole revenue of individuals. 
5 Land- taxes are impoſed in various forms in different 
countries, and all are * — to bear a determinate 
proportion to the rent. his, however, is never, nor 
indeed can it ever be the caſe. The value of land is 
varying perpetually, from the induſtry of the inhabi- 
tants, Beſides this inequality, there are other incon- 
veniencies proceeding from the unequal diſtribution 
of property. In Scotland, for inſtance, land is di- 
vided into large portions; very few ſmall lots are to 
be found. - The claſs of farmers, for the moſt part, 
labour the lands of others, who have large poſſeſſions. 
This is leſs the caſe, I believe, in England, and till 
leſs in France and in Germany, A land-tax, there- 
fore, being ſuppoſed univerſal, would, in Scotland, 
do little harm: in England, it falls heavier upon the 
{mall proprietors ; becauſe the ſum exacted bears a 
greater proportion to the ſuppoſed ſuperfluity of the 
proprietor. In France, it is ſtill worſe , for there the 
exemptions of the numerous claſs of nobles, and 
many other circumſtances mentioned above, entirely 
deſtroy even the ſhadow of proportion. It is out of 
my way to enter into any long detail upon this head, 
with reſpect to different countries. | 
I ſhall therefore confine myſelf to a very few ob- 
ſervations upon the method of laying this tax in Eng- 
land; and upon a project which has been long in agi- 
tation in France, to raiſe their land-tax by way of 
tithe upon the fruits. | 
This ſcheme was firſt propoſed to the late King of 
France by the Marechal de Vauban, 1699, and the 
propoſal was renewed ſome years ago in a perfor- 
mance called the Reformateur. But as it would prove 
hurtful and and burdenſome to France, in a great de- 
gree, from a circumſtance which has not been at- 
tended to, the examination of this ſyſtem of taxation 
will ſerve as a good illuſtration of this part of our ſub- 
ject. | | | 
The land-tax in England has, in my humble opi- 


nion, two remarkable defects. Firſt, The ſums im- 
poſed 
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poſed at ſo many ſhillings in the pound * upon every Cn 


diſtrict of the kingdom, whether cities, towns, uni- 
verſities, or open country, even upon the King's pa- 
laces, inns of court, &c. are not diſtributed accord- 
ing to any rule of proportion upon the property of 
individuals; but this operation is left to aſſeſſors. 

Secondly, All perſonaleſtates, except property in the 
public funds, and ſtock upon land, ſuppoſed neceſlary 
for agriculture, are charged in the ſame proportion as 
land-rents, 

I ſhall now point out the inconveniencies and bad 


cogfequences of theſe two capital defects. 


When a tax is impoſed at ſo many ſhillings in the 
pound upon the income of a whole diſtrict, every 
article of the property which produces it ought to be 
ſpecified. If this be omitted, there is a legiſlative 
authority veſted in thoſe who make the diſtribution. 

The articles which compoſe the whole property, 
and the revenue of each article being once deter- 
mined, the ſtate has it in its power to impoſe the tax 


according to what proportion it thinks fit; of one, 


two, or more ſhillings in the pound. But then, in 
favour of the contributors, the different articles which 
produce the ſuppoſed total, ought either to be ſpe- 
cified in the law, or reference ſhould be made to a 
book of valuation where they are recorded. 

t is no eaſy matter to frame the valuation of all 
the property of a country: and it is a ſcheme I ſhould 
be very far from propoſing, unleſs the ſpirit of a na- 
tion took ſuch a turn as to wiſh for it. But where a 
determinate ſum has been in uſe to be levied upon a 
certain diſtrict, it does not appear ſo difficult to make a 
proportional diſtribution of it according to equity, and 
io adnere forthe future to that diſtribution, conſidering 
it as a proportional valuation, if not a real one. This 
is done every year, and without it no ſuch tax could 


* That the aſſeſſments, in the annual act for the land-tax, are 
generally underſtood to be at the rate of 1, 2, 3, or 4 ſhillings - 
an the pound, is true; but it is to be obſerved, that no ſuch rate 
:5 mentioned in the ſtatute with reſpe& to real eſtates or land. 
The rate of a certain number of ſhillings in the pound occurs 
enly with regard to perſonal property. | | 
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Bor V. be raiſed. But when annual diſtributions are made, 
diſcontents conſtantly ariſe ; and the pretended equa- 


hity thereby obſerved, produces worſe effects than the 
inequalities which would follow from the other ſcheme: 
becauſe the change in the relative value of poſſeſſions 
would then be chiefly owing to the induſtry of every 
proprietor in improving his lot. 

How valuations in England were made originally 
] cannot tell ; but in Scotland, it is very certain, 
that as to lands they were all ſet down in a book of 
valuation at their ſuppoſed rents at that time. So let 
the ſum raiſed be what it will, every man at leaſt 
knows that his proportion muſt be according to his 
valuation in the general regiſter. | 

In England, the caſe is totally different. The pro- 
portion every diſtrict is to pay, is indeed recorded by 
an original diſtribution made many years ago in King 
William's time. By this it appears what every city, 
county, univerſity, &c. is to pay according as the 
tax is impoſed at one, two, three, or four ſhillings 
in the pound. This is preciſeiy the regulation in 
France, as ſhall be more fully obſerved ; but ſtill ſuch 
regulations nowiſe prevent the moſt grievous incon- 
veniencies which attend this tax; becauſe the bur- 
den of it does not conſiſt in the total amount, ſo much 
as in the partial diſtribution upon the inhabitants in 

every ſubdiviſion, | 


* There is no veſtige in the hiſtory of England, ſince Dooms- 
day-book, of any regular valuation being made of all the /and: 
of the kingdom, nor any tax impoſed, /gly, on that branch of 


| * 6 
he ſubſidies, monthly aſſeſſments, and pound-rates, in the 
different ſtages of the monarchy, have all been mixed duties; 
compoſed -« charge upon the lands, upon the money and 
perſonal eſtates of the ſubject, and frequently including a poll- 
tax, where qualities, that is rank, were differently charged. 
The whole operation of diſtributing and raiſing this duty, has 
been by commiſſioners named by the King, or by parliament, 
who ſometimes upon oath, and ſometimes not, enquired into 
the extent of every one's private fortune, and aſſeſſed them ac- 
cordingly. Whoever withes to have a more full account of this 
confuſed method of raiſing a land- tax in England, may conſult 
Davenant's Ways and Means, Article of Monthly Aſſeſſments, 
and Aids upon a Pound-rate, la 


9 2 


"= 


2 Mow 


w ow 1 {1 ow ww UW: 9 2 _ WS 49 4 


or POLITICAL OECONOMY. 
In England, let me ſuppoſe the proportion of the C « a 


general ſum for a particular diſtrict to be t thou- 
{and pounds, at four ſhillings in the pound How is 
this to be levied as the law ſtands? Inſtead of books 
of valuation, which ſhew at leaſt the proportion of 
every man's property, if not the real value of it, 
aſſeſſors are conſtantly called in, who examine the 
rents of all the lands according co the laſt leaſes of 
them. If they have been improved and let at a higher 
rent than formerly, the proportion of the tax is aug- 
mented, If they have not been let, but till remain in 
the poſſeſſion of him who improved them, the tax is not 
angmented. If the tax be found to fall too heavy upon 


the lands and houſes, then perional eſtates are made 


to contribute, as is the caſe in London. All queſtions 
or diſputes about the repartition of the tax are deter- 
mined, without appeal to the courts of law, by the 


commiſſioners appointed for laying on the tax; as in 


France they are determined by the Intendant. With- 
out this regulation all would run into confuſion, for 
the reaſon I am now going to mention, and which re- 
gards the ſecond defect in this tax. 

Any proprietor of lands is entitled, from the words 
of the ſtatute, to inſiſt that the whole perſonal eftates 
of thoſe of the diſtrict ſhall enter into computation 
of the total value upon which the ſum impoſed is to 
be aſſeſſed. Were ſuch queſtions to come before a 
court of law, whefe the judges are obliged to deter- 
mine almoſt according to the letter of ir, I believe 
no land-tax could be levied in that kingdom. But 
manners, not laws, govern mankind. The ſpirit of 
the Engliſh nation is ſuch, as to be incompatible with 
every thing which ſavours of oppreſſion. Hence 
the few complaints againſt the aſſeſſors, or thoſe who 
Judge between parties. And as the land- tax is levied 
without any complaints, except as to the total amount ; 
while that remains the caſe, the fewer the innovations 
made upon it are, the better. 

In France, the ſum of the taille to be raiſed upon 
the kingdom for the year is determined in the King's 
council; and the proportion of every diſtrict (called 
an Election) is there particularly ſpecified, The _ 
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Poox V. of an Intendant, is called a generality, and compre- 
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hends n it ſeveral elections. The Intendant, there- 
fore, mkes the diſtribution of the general ſum im- 
poſed upen every election, and upon every town, vil- 
lage, and pariſh in it, according to a certain propor- 
tion; and rules are preſcribed to the collectors of 
every pariſh, cancerning the method of taxing every 
ſpecies of incone, every emolument of induſtry, * 
even every anima. in the poſſeſſion of thoſe who 
are ſubject to this tax. This proportion is calculated 
to carry the moſt ſcrupilous attention to every man's 
gain, upon all effects belonging to him, and upon 
every poſſibility of making profit by induſtry. All 
this is carried into execution with the greateſt ſeem- 

ing equality in the minute ſubdiviſions. | 

But as the firſt impoſition of the tax is not propor- 
tioned to the actual value of the income it is intended 
to affect, and as the Intendant does not ſet out by a 
particular valuation of every man's poſſeſſion, before 
he diſtributes the tax upon the ſeveral pariſhes, he is 
obliged to make up the deficiencies by ſecond and 
third diſtributions, 

Although this taille affects every ſpecies of pro- 
perty producing an income, as well as every kind 
induſtry and employment, it does not affect every 
landlord for his rent, ſo much as every cultivator un- 
der leaſe, for his ſuppoſed profits. | 

Land-rents in France belong, for the moſt part, 
to the higher claſſes; and theſe, whether they be well 
born or not, are exempted from this tax, providing 
they be noble; a word which has no reference to 
birth, but to certain privileges which any man, who 
has money, may acquire. | 

It was inorder to avoid this exemption, that the Ma- 
rechal de Vauban wanted to ſubſtitute a tenth inſtead | 
of the preſent taille; for a reaſon we ſhall preſently lee. 

All the land-rents, therefore, of the nobles are 
exempted from the taille, and are only affected by 
vingtiemes and dixiemes; but when they cultivate 
their own lands, their privilege of exemption from the 
taille is confined to as much as four ploughs can la- 
bour ; and this farming muſt be carried on by menial 
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ſervants, unmarried, in order to prevent ſuch pro- Cw * 


prietors from defrauding the tax, by really letti 
their lands under pretext of holding them in farm. 

This exemption, as to their land-rents, is more 
apparent, however, than real. It is not the lands of 
the nobles, but the rent paid out of them which is 
exempted from the taille; conſequently, by impoſing 
an exorbitant taille upon the leſſee, very little remains 
for the land- rent; and this tax being laid upon a ſet 
of people who are loaded with many others, is in the 
end more burdenſome to the proprietor, than if he 
paid it himſelf. But a change in this policy is im- 
practicable. The gentlemen of France will probably 
never ſubmit to a zaille; and although, -by yielding 
up that point of delicacy, their rents might be raiſed 
in the end; yet as matters ſtand, they know they 
enjoy the rents they have, free of tax, and if once they 
were made to pay any part of them, they do not know 
where ſuch payments might terminate. 

To avoid the infinite oppreſſion which reſults from 
the French principle of ſharing every man's profit as 
ſoon as he makes it, the Marechal de Vauban pro- 
poſed to aboliſh the taille, as it is paid at preſent to- 
gether with the capitation, induſtrie, and all the train 
of cumulative taxes committed to the management 
of the Intendants; and to eſtabliſh in their room 
what he called a royal Tenth, meaning by this term, 
a proportion of all the fruits of the earth, ſimilar to 
what 1s eſtabliſhed in favour of the clergy. This he 
propoſed to lay on, according to the exigencies of the 
ſtate, from one twentieth part to one tenth upon every 
article of the groſs produce of land, over all France. 
This he imagined to be equal to one tenth of the 
land-rent. And the author of a book publiſhed un- 
der the title of the Reformateur, containing a new 
plan of taxation, in which there are ſome things wor- 
thy of obſervation, follows in this particular the Ma- 
rechal de Vauban, without ever conſidering the true 


nature of a tax of this kind. 


Of all the taxes upon the income of land-property 
the tithe is the worſt; and it has undoubtedly been 
eſtabliſhed 


| 
| 
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Boox V. eſtabliſhed among men, before agriculture or taxes 
were underſtood, Lands in all countries are of dif- 


- 


ferent qualities: ſome are proper for bearing rich 
crops of grain, others are indifferent ; ſome produce 
paſture, others foreſt; the revenue of ſome conſiſts 
in wine, in mines, and in a thouſand different pro- 
ductions, which coſt, ſome more, ſome leſs expence 
to cultivate. The tithe takes without diſtinction a 


determinate proportion of the fruits, in which 1s 


comprehended the tithe of all the induſtry and ex- 
pence beſtowed to bring them forward. As an ex- 
ample of this, let me ſuppoſe a field of corn, which 


cannot pay the proprietor above x of the grain it pro- 


duces, many I know cannot pay above 4, but let me 
ſuppole itz: another may pay with eaſe 3; another 


even ; the fields about Fadoua pay 4; graſs fields 


pay ſtill more; and rich hay fields will pay in ſome 
places 3, and even 3. N | 

How then is it poſſible there ſhould be any equality 
in a tax which carries off, without diſtinction, a cer- 
tain proportion of the fruits, when thoſe fruits bear no 
determinate proportion at all to the expence of raiſing 
them ? But beſides the inequality of this tax among 
proprietors, I aſk how it is poſſible that any rent ſhould 
be determined for lands, which are ſubject to a va- 
riable tithe, ſometimes at , ſometimes at , of the 
produce? Let me demonſtrate the impoſſibility of 
ſuch a plan, by an example. 

I ſuppoſe the Marechal's plan eſtabliſhed, and that 
the tithe to be impoſed is to be deducted from the 
rent ſtipulated between maſter and tenant. This was 
his intention: he has in many places declared, that 
all tithes were to come out of the land-rent, which 
indeed is the only fund upon which a land tax ought 
to be eſtabliſhed. And he has as often declared that 
he never intended this land-tax ſhould exceed one 
tenth of the rent, or two ſhillings in the pound. 

I ſuppoſe a field producing every year coo buſhels 


of grain, to be let: it is to pay 2 variable tithe, ſome» 


times of 100 buſhels, ſometimes of go, according to 


the exigencies of the. itate, I farther tuppole one 
third 


or POLITICAL OECONOMY: 


353 


third of the produce to be equal to what the farmer Czar. 


can pay the landlord for rent. And I ſuppoſe the rent 
to be paid in buſhels of grain. | 

According to theſe ſuppoſitions, the rent muſt be 
2333+ buſhels ſubject to the tithe. Suppoſe it to be 
laid on at 1s, or 100 buſhels. Deduct this from 3334 
remain to the proprietor 2331. The tithe come next 
year to 28; this makes 50 of deduction, remain to 
him 2833, So inſtead of 10 per cent. of his rent, he 
pays in the firſt caſe go per cent. and when at the 
loweſt, he pays 15 per cent. which is thrice as much 
as the Marechal propoſed to take. 

But how are maſters and tenants to reckon with one 
another ? Lands are not let according to a determinate 
proportion of encreaſe. Suppoſe an eſtate in lands of 
different kinds, how is the tithe to be deducted then? 
Is the maſter to take the tenaut's word both for the 
quantity and the value of every article in his poſſeſſion, 
even of the chickens in his yard ? If on the other 
hand, his variable tithe is to be thrown upon the 
poſſeſſor, which indeed, is the only poſſible ſuppoſition, 
which way are lands to be let, when we ſee that the 
difference of the impoſition, at different times, is no 
leſs than 15 per cen or three ſhillings in the pound ? 
This, however, would be the only method for ma- 
ſters and tenants to reckon. _ 

But let me ſuppoſe another proprietor to let a graſs 
field adjacent to that which bears grain, and that both 
were to be of an equal rent, ſuppoſing all tithes out 
of the wav. The groſs produce of the graſs would 
be to the rent, little above the proportion of 4 to 3. 
Let us then call the groſs produce 1009, as in the other 
caſe, 4 of which would be 150, for the rent. One 
tenth of the whole taken from that would leave the 
rent 650, or little above 1 3+ per cent. deduction at the 
higheſt tithe, and 64 per cent. at the loweſt. 

What inequality, therefore, would not ſuch an im- 
poſition occaſion upon land- rents, and hat inextri- 
cable difficulties in letting of grounds? From what 
has been ſaid, without farther inquiry, we may de- 
clare that no land-tax can poſſibly be raiſed, with any 
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vinces, where they are called agriers, (which is the? 
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equality, by a royal tithe ; and the Marechal has ne- 
ver conſidered farther, than how the King could with 
certainty and eaſe to himſelf, appropriate a portion of 


the lands in his kingdom, leaving the proprietors and 


their tenants to ſettle accounts the beſt way they could. 

On the whole, nothing can make us approve of 
the Marechal's royal tithe, unleſs it be the preſent op- 
preſſion which proceeds from the method of levying 
the taille; by which it happens that in France few 
incline to acquire the full property of lands. 

Moſt of the great eſtates conſiſt of fee-farm rents, 
A man of three thouſand a year land eſtate, covers 
ſometimes with his nominal property (dominium di- 
rectum) a whole country of fifty pariſhes ; but the real 
property (dominium utile) of this vaſt extent is ſub- 


divided into a number of ſmall fees, of which he is 


only lord paramount; and what remains is the pro- 
perty of the lower claſſes, who pay what is called 
Rentes Seignoriales, or noble rents, conſiſting in money 
and grain. Theſe rents can no-wiſe be affected by 
any tithe impoſed, becauſe they bear no proportion to 
the produce: and ſuppoſing they did, as in ſome 


or; ſheaf paid to the lord) the tithe, inſtead of tak- 


ing a tenth of the agrier, takes a tenth of the whole 


crop; conſequently, only one tenth of this fixth or 
eighth ſheaf falls upon the lord; the tithe of all the 
reſt falls upon the poor proprietor or leſſee, who the 
more he is induſtrious is oppreſſed the more by this 
impoſition ; becauſe it carries off the tenth of his ex- 
pence and labour, as well as of the farm which he 
rents. 

This is the tax which the Marechal de Vauban re- 
commended to be raiſed univerſally over all the land- 
property of France, when the tithe was at the higheſt. 
To this the late reformer adheres ; but propoſes the 
twentieth inſtead of the tenth ; and after a nice cal- 
culation of the groſs produce of France, he eſtimates 
one twentieth part of it to be worth about 95 millions 
of livres per annum. Hence I conclude, that the twen- 
tieth part of the income, or one ſhilling in the pages 


and tenant, in conſequence of this tithe, both the 
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0 
of all the revenue of ſolid property in Franee, fairly 
collected, would not much exceed one third of that 
ſum, or about 30 millions, or 1 333 333 J. ſterling. 
This firſt part, therefore, of the Marechal's tithe, 
impoſed at x, would lay a tax equal to three fhil- 
lings in the pound on the poor leſſees and vaſſals of 
the nobles, while, contrary to his expreſs intention, 


the whole fee- farm and noble rents of France, would 


eſcape taxation. From this we may conclude, that 
no tax upon land- rents can. poſſibly be raiſed by way 


of tithe: as alſo that when it is taken in kind it is 


the moſt oppreſſive, the moſt unequal, and the moſt 
diſcouraging to induſtry, that ever was contrived. 
The Marechal's principal motive for propoſing this 
mode of taxation, was to avoid the difficulty of oblig- 
ing the nobles to pay the taille. He found alſo, that 
there would be great eaſe in collecting this revenue 
for the King, without demanding money of the lower 
claſles. The conſequence, however, would have been, 


either to ruin all leſſees, if they continued to pay the 


ſame rent for the lands as formerly; or to introduce 
the greateſt inequality imaginable among proprietors, 
if the tithe had been totally caſt upon their rents: but 
as to the method of ſettling accounts between maſter 


Marechal and the reformer are totally filent. 

The Marechal's Diæme royale, with all its defects, 
is a book of great value, from two conſiderations. 

The firſt, that he had all poſſible acceſs to come at 
the true ſtate of the nation. The ſecond, that he 
wrote with great impartiality, and with a ſincere de 
fire to ſerve the landed intereſt, without intending to 
hurt- that of the King his maſter. From this book, 
we have an opportunity of judging of his notions of 
taxation; and from the conſequences he himſelf points 
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out, we diſcover the miſerable ſtate of the common 


people in France, whoſe ſituation at this day is not 
much changed for the better. 
The Marechal's ſcheme was to reduce the whole 


revenue of France under four heads. 
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The firſt, a general tithe of all the fruits of the 


DL earth, without diſtinction, which we have already 


explained. 

The ſecond, a tithe upon every income whatſoever, 
even upon the profits of labour, ſervants wages, em- 
ployments, poſleſſions, and trades of all denominations. 

The third, was a nnn of the gabelle, or 


: the duty upon ſalt. 


The fourth, which he calls hs fixed revenue, was 
to be compoſed of the domain, and ſeveral other 
branches of taxes which he allowed to ſubſiſt, judg- 
ing them, I ſuppoſe, not hurtful to the ſtare. 

I ſhall now ſhew wherein the Marechal's plan of 
taxation 1s contrary to principles, and leave the. rea- 
der to make his concluſions 

| Firſt, he has declared in many laces, that 151 in- 
tention was only to impoſe a tax upon the income of 
land, which he underſtands to be that part which re- 
mains after the deduction of all expences of culti- 
vation, &c. in other words, that every one under- 
ſtands by land-rent, and which no doubt, is the only 
proper object of taxation: but in order to impoſe upon 
this part of his royal dixme when at the al tenth, 
he takes the tenth part of the whole produce, inſtead 
of the tenth part of what goes for the rent ; and, as 
far as | have been able to diſcover, he never per- 
ceives that there is the greateſt difference between 
theſe two quantities. 

The ſecond article was the tithe of every income, 
not conſiſting of the fruits of the earth. 

When an income ariſes from a branch of property 


which can render it determinate, I ſhall form no ob- 


jection to a tithe or twoſhillings in the pound upon it. 
But when he comes to tax. lawyers, attorpies, phy- 
ſicians, &c. according to the value of their emolu- 


ments, ] own I cannot find a poſſibility of preventing 
abuſe in the collection, or inequality in the impoſition 


of the tax. F 
The Marechal's principal point in view was agree- 
able to the ſtanding maxim in France, to make every 


one contribute according to his income. Very right, 


rechal conſidered as an eaſe procured to day labourer 
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inconveniencies than what can be compenſated by this 


imaginary equality. I call it imaginary, becauſe in 


the execution it will be found, that no body will really 


pay what they ought, except thoſe whoie income 
cannot be concealed. Whenever any part can be hid, 
there muſt, in my opinion, reſult a great inequahty, 


and great oppreſſion, in endeavouring to aſcertain it. 


A ſhort obſervation will ſuffice to give a view of his 
notions with regard to merchants and trade 1n general. 
His intention was to be very indulgent to this claſs of 
inhabitants; and he feels all the advantages of trade. 


He propoſes, however, to proſeribe all notes of hand 


payable to bearer, as it is a method of concealing 
wealth and exaCting intereſt for money; which he 
ſuppoſes to be contrary to ſcripture. Trade would be 
ill carried on with the Marechal's reſtrictions. 

When he comes to the lower claſſes, which he ſup- 
poſes to comprehend one half of the people, to wit, 
all tradeſmen, manufacturers, and day-labourers, their 
wives and children ; he takes the example of a wea- 
ver, as a middle term, to judge of the gains of 'the 
tradeſmen and manufacturers. He ſuppoſes this 
weaver to have a wife and family, to work 180 days 
oni'v (becauſe of the many holidays, as well as acci- 
dental avocations) at 104d. ſterling a day. This 
makes his year's labour worth 7. 17 s. 5 d. ſterling. 
Of this he takes 1034. 10+. for the greateſt tithe, 
Bz! d s this, he exacts of him for his ſalt- tax, for four 
perſons in his family“ 12 5. 9d. So that this man, 
whoſe whole labour is only worth 7 J. 19 5. 5 d. ſter- 
ling, is to pay 17. 35s. 71 d. of cumulative taxes out 
ef it, which is above 4 of the whole fund of his poor 
ſubſiſtence : after which be adds. This, in my opi- 
nion, is a tax high enough for a weaver, who has 
'* only his two hands to gain his bread with, and who 
* has houſe rent, meat and clothes to provide for a fa- 
* mily, who frequently can gain very little for them- 
ſelves.“ To this I muſt agree. 

I ſhall give one ſpecimen more of what the Ma- 


* 
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Boox V. in their then ſituation ;, which relief, however, they 
w—r— have not hitherto obtained. 

Theſe he alſo ſuppoſes to work 180 days in the 
year, at not quite $29. ſterling. He values his year's 
labour at 61. 105. 64. ſterling, and here is the em- 
r ee of this ſum according to the plan. 

is to pay for tithe of his indufirie (o 8 84 
For his falt-tax - - - - - - - 012 9 
For five Engliſh quarters of rye - 4 7 1 
For clothes to the family, utenſils and 

repair 11111 


ö al 


| | 6 10 6 


| | have been the more particular upon this part of the 

| plan, becauſe it gives us a notion of what the Mare- 

chal thought a moderate eaſy tax laid upon 8 000 000 
of inhabitants, to wit, 2 000 000 men and 6 000-000 
women and children, according to his calculation. 

I come next to the tax he propoſed to lay upon ſalt, 
of which mention has been made. 
This tax is of the nature of an exciſe, and is called 
the gabelle, which we have explained already in a 
note; ard the objections to it, as the Marechal has 
propoſed them, are noleſs than three very material ones. 

Firſt, the proportion of the duty is far too great, 

conſidering the value of the commodity. The ſe· 
cond is, that being impoſed upon an article of ſub- 
ſiſtence, it operates immediately on the price of the 
ſalr, and only conſequentially on the price of labour. 
This is no great objection, were the proportion mo- 
derate ; becauſe inſenſibly the price of labour would 
riſe, were the tax generally and exactly levied in pro- 

portion to the conſumption : but this was not the caſe; 
and this circumſtance opens the laſt objection, and the 
greateſt of all, to wit, that the tax, proportional in 
its nature, is rendered cumulative, by being raiſed 
at the end of the year, in order to oblige every one 
to conſume the ſalt required. 

Now by this mode of levying the tax it loſes every 

advantage, and becomes an addition to the tithe _ 
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England were to be rated at the end of the year, in 
* to the exciſe of as much beer as he may 
reaſonably be ſuppoſed to conſume, would that be an 
exciſe ? certainly not. It would be a poll- tax to all 


— and purpoſes, which no man could draw 


I have little or nothing to object to the fourth ar- 
ticle of the Marechal's plan. He propoſed no eſſential 
change, either as to the impoſition, or method of levy- 
ing the taxes which compoſed it. The principal heads 
of them are. 

Imo, The royal domain, or the king's landed eſtate, 
together with all caſualties attached to royalty, or 


feudal ſuperiority ; ſtamp-duties, and the controle of 


public acts by notaries. 
2do, The cuſtoms upon importation and expor- 
tation, 7 
350, Certain taxes of the purely proportional kind; 
among which was one upon tobacco, and one upon 
liquors drank in public houſes in the country. Here 


entire liberty is left to the conſumers; and the 


taxes are principally calculated to affect, or, as he 
calls it, to puniſh luxury, intemperance, and vanity. 
With this view, he wittily propoſes an impoſition up- 


on large and ridiculous wigs, at that time much in 


faſhion, and upon ſeveral other articles of extrava- 
gance. 

This is a ſhort ſketch of the Marechal's ſyſtem of 
royal tithe, conſidered as to the principles only, upon 
which the ſeveral taxes were intended to be impoſed. 
The treatiſe contains ſeveral admirable things; ef- 


| pecially with regard to recapitulations of inhabitants, 


lands, houſes, animals, &c. highly deſerving the at- 
tention of the ſtateſman, who intends to execute any 
plan for national improvement. 6 

I ſhall now ſet before the reader the Marechal's 


calculation, as to the amount of the four articles, 


when at the loweſt, and at the higheſt taxation. 
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Boox V. When the tithe is underftood to mean the 2oth part 


of the fruits, &c. 
Livres. 

I. The tithe of the lands - - - 60 ooo 000 
II. The tithe of all revenue and induſtry 15 422 500 
II. The ſalt- tax at 18 livres the minor 23 400'000 
IV. The fixed revenue - - 18 000 000 
Total of the four articles, when at the 
loweſt taxation — 116 $22 500 


When the tithe is underſtood to mean 

the tenth part of the fruits, the two 

firſt articles are juſt double of what 
they are ſtated at above, viz. 150 845 000 
The ſalt. tax at thirty livres the minot 39 000 000 

The fixed revenue never changes, and 

ſtands always alt 18 000 000 
Total of the four articles, when at — — 
the higheſt taxation - - 20 845000 


In impoſing this tax upon the fruits, he allowed no 
exemptions, not even in favour of the princes of 
the blood : for this he gave an excellent reaſon. 
Jithes, ſaid he, were the ancient patrimony of kings. 
The Roman emperors and kings of France enjoyed 


them. From thoſe duties no noble was exempted. 


This appears from the eccleſiaſtical tithe, which, he 
alleged, to be nothing but the royal patrimony, 
alienated in favour of the church; conſequently, 


* The mine? is a meaſure of capacity equal to three Paris 
boſbels, or the fourth part of a ſeptier ; which is about one 
h of an Engliſh quarter. This makes the minor to be a out 
an Zngliſh buſhel, The Marechal propoſed that this quantity, 
v hen at the loweſt price, ſhould be fold tor 18 livres, or 1/. 6s. 14. 
ſterling; ar! when at the higheſt, at 30 livres, 2. 3s. 64 4. 
fro: which we may judge of the exorbitancy of the gabelle, 
even after all the diminu:10n he thought proper to make upon it. 
The French money mentioned in the Marechal's Dixieme royale, 
is here converted into ;2 4 d. ſterling, for the French crown of 
three livres: becauſe the filver coin in France, at the time he 
wrote, was 30 livres 10 ſols the marc (Dutot, chap. 1. art. 6); 
and at preſent it is at 49 livres 16 ſols. 
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there is nothing derogatory in paying the tithe, al- C'n ay. 


though nothing be more fo than paying the taille. So 
great is the difference between terms, when the ideas 
of a nation are connected with them! 


CHAP. XI. 
Miſcellaneous Queſtions relating to Taxes. 


I E ſubjects of credit, debts, and taxes, have 
been ſo extenſively treated of in the two laſt 
books, that I hope no queſtion I now can hens will 
ſerve for any purpoſe, but to ſuggeſt the ſolution of 
it, ſo far as it comes under the principles we have 
been deducing. | 
| Quesr. 1. What is the moſt proper method for 
— a land tax? 
lanſwer, that according to equity and juſtice, all 
impoſitions whatſoever ought to fall equally and pro- 
E on every one, according to his ſuperfluity; 
ut in land- taxes this equality is not ſo eſſential as in 
moſt others. The great hurt ariſing from inequality 
in taxation proceeds from the inequality occaſioned 
thereby in the competition between the claſſes of the 
induſtrious, When the ſame tax affects people of 
the ſame claſs differently, thoſe who bear the heavi- 
eſt load gain leſs, though their induſtry be equal. But 
in land- taxes the caſe is different: the tax there only 
diminiſhes an income already made, and in fact di- 
miniſhes the value of the property; ſo that were land- 
taxes made perpetual deductions, the whole loſs of the 
tax would fall at once upon the actual poſſeſſors at 
the time it is impoſed. Every ſubſequent purchaſer, 
by deduCting the land- tax out of the rent, would cal- 
culate the value of the remainder only; and the con- 
ſequence 
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Boox V. ſequence of the tax would be virtually, to transfer a 


part of the land- property to the ſtate. 

The conſequences of ſuch a change upon property 
may produce a variety of new combinations. The 
ſlate may then ſell this portion of their property; they 
may with the price received pay off a part of their 
debts ; they may acquire certain diſtricts of the coun- 
try, where being both ſovereign and proprietor, they 
may aboliſh taxes, which would then in a great mea- 
ſure affect themſelves only, and eſtabliſh manufac- 
tures for foreign rtation, 

Although an abſolute equality in this tax is not ſo 
very requilite, ſtill the inequality ought to be aſcer- 
tained, and every income intended to be affected by 
the tax ſhould be ſpecified in one way or other. For 
this purpoſe, the beſt method ſeems to be, to make 
the regulation of any one year a rule for the ſubſe- 
quent years, until it be judged proper to make a new 
general valuation of every part. This is a conſe- 
quence of what has been ſaid: a fluctuating annual 
valuation, which is the caſe in France produces num- 
berleſs inconveniencies; and upon the whole, they 
are on greater than thoſe which it is intended to 
avoid. 

I agree that the ſame land may be worth more one 

ear than another; but it is impoſſible by a fluctuat- 
ing valuation to aſcertain that difference over a whole 
country, to the ſatis faction of every one; and al- 
though by *. it at one rate upon every poſſeſſion, 
inequalities muſt take place, yet fixing it from riſing 
in proportion to improvement will prove an encou- 
ragement to induſtry, which will greatly overbalance 
ſuch an inequality. Every one then will be in the 
way of acquiring an addition to his income, free of 
land-tax; and if this be thought too great an encou- 
ragement to improvement, let the regulation be only 
fixed for a determinate time; ſuppoſe a century. This 
is no more than giving every one a leaſe as it were 
of their land- tax for a hundred years; and experi- 
ence ſhews, that without granting long leaſes it is im- 


poſſible that lands ſhould ever be improved. 
Were 
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reaſon and plain ptinei 
that a land-tax might be impoſed in a better way 
than I have here ſuggeſted. But to what purpoſe 
would it be to lay down ſchemes beyond the power 
of execution, when the principles already deduced fo 
plainly point them out ? | 

Quesr, 2. Which is the beſt method of levying 
taxes; by farm, or by the management of commii- 
ſioners appointed by the ſtate? 

The beſt way to anſwer this queſtion, is to ſhew 
the inconveniencies and advantages of both. The ar- 
guments againſt farming are, | 

Imo, The great fortunes made by the farmers oc- 
caſion jealouſy, and expole to the eyes of the people 
a ſet of men who are become rich at their expence; 
hence envy ariſes, and hatred againſt government. 

zdo, In years of ſcarcity, war, or public calamity, 
deductions of the rent, or annual ſums paid by the 
farmers, are demanded, and can hardly be refuſed, 
and the farmers always overvalue their loſs; here there- 
fore is an unequal bargain : the farmer muſt gain, the 
ſtate may loſe. 

3:70, The people pay leſs willingly to the farmers 
than to the King ; magiſtrates in general ſupport the 
raiſing of duties with more unwillingneſs, and ſeveri+ 
ties upon delinquents are leſs eaſily borne, | 

Theſe inconveniencies are avoided in the manage- 
ment. There men of the beſt abilities may be en- 
truſted with that employment ; experience ſhews that 
many branches of taxation have been carried to great 
perfection under management, and men of probity 
and capacity will act with as great zeal for the public 
as for themſelves. | 

The principal arguments for farming are ; the ad- 
vantage of having a fixed and certain revenue to de- 
pend on at regular terms; that the farmers act with 
more zeal for themſelves, and with greater impartiali- 
ty in employing under-officers, as well as more fru- 
gality, and therefore can afford to give an higher rent, 


with conſiderable profit to themſelves, than can os 
made 


- 
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364 An INQUIRY into Tus PRINCIPLES 
Boox V. made effectual under the beſt management: beſides, 
S—x— every one judges himſelf capable to adminiſter the 


King's affairs, becauſe he finds profit in it; but peo- 
ple think twice 'before they undertake to be farmers 
of a revenue they do not well underſtand. 

In the adminiſtration of taxes, it ought to be the 
object of a ſtateſman's attention and care to profit of 
every advantage attending the different modes of le- 

vying them. It is not ſufficient to inquire into the 
333 conſequences of the two modes of admini- 

ration, the management and the farming of taxes: 

thoſe of the cumulative kind eſpecially, affecting the 
lower claſſes, would. be very improper objects of a 

farm; becauſe it would be in a manner delivering 
over the greater part of a people to the rapacity of 
tax-gatherers. 

On the other hand, the farming of proportional 
taxes is not liable to ſo many inconveniencies. The 
- farmers there are principally employed in watching 
over thoſe who advance the taxes, and who are them- 
ſelves, as has been ſaid, in reality the tax-gatherers 
over the people. 

When therefore circumſtances permit, without in- 
convenience, the fabrication of exciſeable goods to be 
incorporated with the farm, this of all others is the 
beſt method of levying taxes. Examples of this are 
familiar almoſt every where. The farmers of the 
ſalt and of the tobacco in France are in this ſituation. 
In retailing thoſe commodities, they collect the price 
they pay for the compoſition ; that is, for the farm of 
them. It is not the ſame of the aids in France. There 
the farmer ſuperintends the immediate tax-gatherer, 
to wit, the retailer of ſpirituous liquors, or of other 
things ſubject to the tax. The circumſcribing the 
number of places where exciſeable commodities are fa- 


bricated, and the ſhutting them up within incloſures, 
would greatly facilitate the levying of all exciles, whe- 
ther by farm or by management. 

In order therefore to decide whether the preference 
ought to be given to the management or to the farm, 
circumſtances are to be weighed. When a tax is new, 

or 


as was as £A Fs XA RX «nm ew £A yyJLAA' 


— RV AA www RN y 8RÞ «a © cos 


FP I” ) — — 


eel ane... awd CER —_— —_— 


or POLITICAL: OECONOMY. 


or has been ill managed, or has fallen, without any Cn ax. 


viſible cauſe, below what it formerly produced, -or 
ought to have done; when the amount is unknown, 
by being of an extenſive collection: in ſuch caſes, ſhort 
farms, and even ſeveral ſubdiviſions of them in a 
country, may be of uſe. But when a tax is well un- 
deritood, and a good plan of levying it laid down, it 
may be well raiſed, and perhaps better improved, un- 
der a management; as alſo, when it is of a nature to 
be eaſily underſtood, and when the very exerciſe of 
levying it points out all the frauds poſſible to be com- 
mitted. | 

Davenant, who well underſtood this queſtion, in 
his 4th Diſcourſe upon revenues, recommends farms 
which are not ab/olute, but limited, as the beſt. By 
limited, he underſtands, that the farm ſhould firſt be 
given for a fixed ſum ; that the farmers ſhould carry 
on an open adminiſtration, liable to the government's 
inſpeQtion in every particular; that in caſe the profits 
of the farm ſhould exceed the rent ſtipulated, a cer- 
tain ſum ſhould be aſcertained for the charge of ma- 
nagement, and the ſurplus ſhould belong to the 
King, allowing a certain poundage to the farmers to 
animate their diligence *. . 

He very juſtly obſerves, that a tax, when farmed, 
in order to be improved, will naturally draw, at firſt, 
a leſs rent than the ſum liquidated as a free profit by 
the former management; becauſe the farmers will be 
willing to ſecure to themſelves a good profit; and 
next, becauſe they will be obliged to make a conſi- 
derable advance, as a ſecurity for fulfilling their en- 
gagement, which muſt alſo be conſidered as a deduc- 
tion out of the produce of the tax. 

All the advantage therefore in farming muſt be 
looked for after the expiration of the leaſe; for which 
reaſon, the ſhorter the term is, the better: three 
years, it ſeems, was the common term in England, 
in Davenant's time. 


* This plan of Davenant's was Carried into execution in 
France by Monſieur Silhouette, in 1759. 
| : All 
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All new impoſed taxes ought to be raiſed with the 
greateſt lenity, not to revolt the minds of the people: 
the firſt year's deficiency is well beſtowed, if govern- 
ment can but diſcover the different ways which may 
be fallen upon to defraud the tax, and form a good 
judgment how far the amount of it may go in time, 


when the management is brought to perfection. As 


therefore as a management continues to improve 
a tax newly laid on, I ſhould not think of farming it: 
but when, either from the extent of the impoſition, 
or the nature of it frauds begin to multiply, and ma- 
nagement begins to become more and more difficult, 
then is the time immediately to put it into farm, either 
for different diſtricts of a country, or in ſub-farms. If 
this be delayed, frauds will daily increaſe; and the 
difficulty of preventing them will carry government to 
the expedient of impoſing penalties, ſevere in propor- 
tion to the frequency of the crime. Commiſſioners 
will conſtantly put theſe in execution with reluctance; 
the management will become flack ; or if penalties 
are rigorouſly exacted, they will become a handle for 
oppreſſion; and even though juſtice be done, and 
none but delinquents be puniſhed, yet ſtill the people 
will be ill affected with the puniſhment of an action 
which in itſelf they are too apt not to conſider as a 
crime: whereas in farming, frauds will be prevented by 
vigilance more than by fear of puniſhment ; and this is 
by far the better expedient. Thus inſtead of feuds 
daily increaſing, they will daily diminiſh, and the tax 
will improve yearly. 

Here Davenant well obſerves, that nothing but di- 
vine wiſdom can at firſt create perfect order; but in all 
human affairs it muſt be the work of time, and the reſult 
of much labour and application. ; 

One good reaſon tor managing a tax before it be 


farmed, is to learn the nature of it, and of the frauds it 


is liable to. When theſe are not rightly known, the 
farmer can more eaſily ſurprize the government, and 
obtain from it new regulations, under the pretext 


an thoſe intended. 
Davenant 


preventing frauds z which Rn they may abuſe, 


and turn to other purpoſes 
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Davenant has a very good remark, p. 154. That CAA 
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a new tax impoſed upon conſumption, and ill levied, — 


2 raiſes the price upon the conſumers, and the 
whole profit centers in the hands of thoſe ho retail. 
That when an old exciſe becomes ill levied, the profit 
is divided between the inferior officers (who collect it 
and the retailers, The reaſon is, that a branch hic 

is well underſtood, is not fo liable to frauds as to col 
Iufion. This ſhews that in every caſe, ſuch a duty 
ſhould never be impoſed without exerting every en- 
deavour to have it righily collected. The ſtate ſhould 
alſo keep a watchful eye .upon the augmentations 
made in the price of  excifeable commodities, in 
order to keep the augmentation juſtly proportioned 
to the duty. If this be negleQed, the overcharge 
hurts conſumption, diminiſhes the produce of the tax, 
and enriches the retailers only. Here competition is 
neceſſary to be introduced: the public may even erect 
a manufacture which may regulate prices, and ſo 


ſoon as they are properly aſcertained, the ſelling price 


may be fixed by an aſſize. 

An ill levied impoſition is attended with this addi- 
tional inconvenience, that it eſtabliſhes inequality a- 
mong the- induſtrious of the ſame claſs; conſequent- 
ly, an unequal competition. This happens when par- 
ticular officers are diligent and exact in doing their 
duty, while others are remiſs. The profits of retail- 
ers are high in proportion to the nepligence of the offi- 
cers of the revenue; and their extraordinary profits 
enable them to underſel} and to ruin thoſe who are 
exactly looked after: the conſequence of this is, to 
diminiſh the number of retailers ; to introduce hurtful 
\ monopolies; and in general, to hurt the whole branch 
of the manufacture. All remiſſneſs, therefore, in col- 
lecting an exciſe, draws along with it a prejudice to 
the Prince and his people: and the relative profit, 
which balances this loſs, falls into the pockets of the 
fraudulent manufacturer, and the corrupt and negli- 
gent collector. This is not all: the deficiency muſt 
be made up another way ; for taxes muſt produce the 
ſums wanted. Thus the remiſſneſs in collection occa- 
ſions a new additional burden to be laid on the people. 


QuesrT. 
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Qvzsr. 3. What is meant by income, when appli- 
ed to individuals, and to a ſtate; and what is the na- 
ture of the expence which muſt diminiſh it, when it is 
conſidered as the object of taxation? 

The great intricacy of this queſtion proceeds from 
hence, that what is really an expence to one is the 
income of the other: ſo that without applying our 
reaſoning to every particular fact, no general expla- 
nation can be rendered intelligible. My reaſon for 
propoſing it in this place is, that in commenting up- 
on ſome paſſages of Davenant, in his diſcourſes upon 
the revenues of England, I may have an opportunity 
of illuſtrating ſome things which have been already 
examined, | | 

Davenant was an admirable writer; he had a re- 
markable genius for political theory, and his ſenti- 
ments upon many things are very generally adopted. 
My intention here is not to refute opinions, but to 
avail myſelf of his combinations, in order to explain 
my own ideas. | | 

In his firſt diſcourſe upon revenues, we find the fol- 
lowing paſſage. | 

* The number of the people leads us to know what 
* the yearly income may be from land, and what from 
mines, houſes, and homeſteads, rivers, lakes, meers, 
* ponds, and what from trade, labour, induſtry, arts 
and ſciences: for where a natien contains ſo many 
<* acres of arable land, ſo many of paſture and mea- 
„ dow, ſuch a quantity of wood and coppices, foreſts, 
„ parks and commons, heaths, moors, mountains, 
* roads, ways and barren and waſte land; and 


where the different value of this is computed, 


by proper mediums, it is rational to conclude, 
that ſuch a part of the people's expence is main- 
* tained from land, &c. and ſuch a part from 
mines, houſes, &c. and that ſuch a part is main- 
“ tained from trade, labour, &c. and the poor exceed- 
ing ſo much the rich in numbers, the common peo- 
ple are the proper medium by which we may judge 


of this expence. 
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FT here is a certain ſum requiſite to every one for C tas. 
„ food, raiment, and other neceffarics ; as for exam- 
ple, between 7 and 87. per annum; but ſome ex- 
pending leſs, and ſome more, it may not be impro- 
per to compute, that the_maſs of mankind, in En 
* land, expend; one with another, near 8 /. per an- 
nume from whence it may be concluded, that an 
* annual income of ſo many millions is needful for the 
* nouriſhment ot ſuch and ſuch a number of people.“ 

The reaſoning here takes a wrong turn. It is of no 
conſequence to compute the value of things conſum- 
ed without alienation. It is of no uſe to know that 
the value of the phyſical-neceſſary of an Engliſhman 
is 8 J. a year; becauſe if this ſum is ſuppoſed to be an 
exact quantity of income, not one _—_— of tax can 
be impoſed upon it. So that impoſing, for example; 
5 per cent. upon this article would only be raiſing the 
phyſical-neceſfary to 81. 8 s. which 8 s. muſt be paid; 
not by the phylical-neceffarian; but by ſome body 
having ſuperfluity who employs him: and if there 
4 was not ſuperfluity enough in England to anſwer 8 5. 

a head, ſuch a tax could not be levied, 
C He afterwards ſuppoſes that the income of this claſs 
e may amount to about twenty millions a year, which 
, at 8]. each, aniwers to two millions and a half of peo- 
8 
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ple. He ſtates the incom- of lands at. fourteen mil- 
lions, and the income of trade at ten millions, in all 
at forty four millions a year : and hence he concludes, 
a that the taxes ought to be impoſed in ſore proporti- 
, on to this total. 
f Now if he ſuppoſes the firſt article of twenty milli- 
, ons, ariſing from the income of thoſe who are employ- 
a ed in arts and manufactures, according to the former 
calculation of 8 J. a head, to be as ready a fund for 


taxation as the land-rents, we muſt examine, by the 
, principles we have deduced, whether there be any 
f ground for ſuch a ſuppoſition. {4 
; Let me ſuppoſe one of this great claſs to work a 
whole day for his victuals only. Here is an alienati- 

on of work for food. It is impoſlible, however, to raiſe 
ö a tax in money upon this alienation; becauſe it may 
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Boox V. eaſily be ſuppoſed that neither party has a farthing. 


— 


The only method therefore, in ſuch a caſe to impoſe 
a tax, would be, either to oblige the workman to ſet 
a- part a portion of his day's work for one who would 
pay the public for the value of it, or to oblige the per- 
ſon who gives him his food, to pay the public for the 
privilege of employing him in his ſervice, The one 
and the other are examples of proportional taxes. But 
this method of taxation is abſolutely unknown. In this 
example there is an alienation, which, I have ſaid, 
conſtantly implies a ſuperfluity of one kind or other. 
The labour of the perſon — 1s, here, ſuperflu- 


ous to himſelf; therefore a part of it may be applied 


towards the public. But the bread he receives is in 
no part ſuperfluous, and therefore cannot be laid un- 


der taxation as 40 him. But then the bread given for 


the labour is ſuperfluous to the perſon who gives it; 
and as this implies that he has a ſuperfluity of bread, 
the ſtate may demand a ſhare of that ſuperfluity. 

By this expoſition of the matter it appears, that in 
order to raiſe a tax, in whatever way it be done, 
ſome kind of ſuperfluity muſt be ſuppoſed. It alſo 
points out how it ſhould be laid on: for if by miſtak- 
ing the proper object, a part of the bread ſhould be 
taken from the workman, inſtead of being taken from 
the man who employs him, the tax would affect the phy- 


fical-neceſſary of the labourer, inſtead of affecting the 


ſuperfluity of the employer. 
Let us next ſuppoſe a workman able to do no more 


than what is requiſite to dig the ground for roots to 


eat, inſtead of digging it to procure bread from a man 
who has bread to ſpare , ſtill there will be no aliena- 
tion; conſ: quently, no poliibility of eſtabliſhing a tax: 
for if you either take a part of his labour, or of his 
food, you deprive him equally of his phyſical-nece(- 
ſary. Yet the work of this man, and his food, may 


| be valued at fo much money; and thus may enter, 


in one ſenſe, into Davenant's general article of income 
or expence; but it does not follow that any tax can 
be raiſed upon ſuch an income. 
To eſtimate, therefore, the total value, in any 
nation, 


+ Fad is HEE. CE a 


n 
1» 


or POLITICAL OECON OMY. 
nation, of what is the object of taxation, we muſt 
another way to work. The firſt article muſt be t 
annual income of all funds. By funds, here, I under- 
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ſtand the capital wealth already made, in oppoſi- 


tion to the produce of induſtry, which may be conſi- 
dered as the materials of which ſuch funds are com- 
poſed. The fund therefore is the accumulation of 
lavings, which, not having been ſpent by the induf- 
trious, form a capital of a nature to produce an income 
either from land, or from any other valuable thing. 
Thus land-rents, annuities, intereft of money, emo- 
luments of offices, ſalaries, even wages of ſervants, in 
ſhort, every fixed income, | range in this firſt article, 
which I call annual income, produced from a capital 
already formed, either real or ſuppoſed. 

This may be laid under taxation by a pound-rate, 
or otherwiſe, and forms that kind of tax which I calt 
cumulative and arbitrary ; becauſe a man who has 
any ſort of viſible revenue, comes under this general 
rate, let him have ever fo many neceſſary deductions 
out of it, ever ſo many debts and incumbrances, 
From ſuch circumſtances, cumulative taxes frequent- 
ly turn out extremely burdenſome. 

The ſecond object of taxation is upon alienati- 


ons made for money. Whenever we come to diſpoſe 


of money in the purchale of any thing, the ſtate has 
an opportunity of exacting a part of it as a tax; but 
while it remains hid, it can neither be come at, or 


laid under contribution, without extortion or violence. 


All branches of expence may be laid under taxati- 
on by exciſes, which I call proportional taxes, becauſe 


a man is never ſubjected to them, but in proportion 


to his expence; and his expence ought naturally to 
proceed from his income. 
As for trade, I do not clearly ſee how the profits of 

it can be regularly taxed In France, indeed, they 
are taxed under the firſt head, and are conſidered as 
an income. Such an impoſition is not well judged , 
becauſe there the materials for making the fund are 
taxed as if they were the income of a fund already 
made. It is only the favings out of the profits upon 
B b 2 trade, 
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Boox V. trade, placed fo as to produce a permanent revenue, 
ov hich properly can be conſidered .as a fund: the in- 


come therefore of theſe ſavings, and not the ſavings 
themſelves, ſhould come under that branch of taxation. 
Cuſtoms are improperly called taxes upon trade. [f 
ill impoſed they ſtop trade, or render it leſs profitable, 
by diminiſhing the demand for the goods ſo taxed, 
but-they take nothing from the profits already made. 
Ina great trading nation, the great branches of 
commerce produce a certain determinate profit, ſub- 


ject, I allow, to augmentations and diminutions, from 


accidents and circumſtances impoſſible to be foreſeen : 
and the cuſtoms impoſed upon exportation and impor- 
tation differ from exciſes more in the method of levy- 


ing them than in any thing elſe. 


Davenant, in my opinion, would have given a bet- 
ter idea of the ſum which taxes might have been ſup- 
poſed capable of producing in England, had he exa- 
mined the amount of all the branches of revenue, and 
of all the ſpecies of ſale, than in the manner he has 
done. Theſe two points known, it would be e 
dient next to inquire, in what manner the ſeveral ar- 
ticles could be made ſubject to either cumulative, or 
proportional taxes. | 

I muſt now take notice of another paſſage of Dave- 
nant, where he explains himſelf upon the queſtion be- 
fore us: it is in his fifth diſcourſe upon revenues, 
where he ſays, | 

„ By annual income, we mean the whole that a- 
&* riſes in any country from land and its product, from 


foreign trade, and domeſtic buſineſs, as arts, ma- 
* nufactures, &c. and by annual expence we under- 


„ ſtand what is of neceſſity conſumed to cloath and 
e feed the people, or what is neceſſary for their de- 
« fence iu time of war, or for their ornament in time 
„ of peace: and where the annual income exceeds 
the expence there is ſuperlucration ariſing, which 


may be called wealth or national ſtock. 


The revenue of a government is part of this an- 


„ nual income, as likewiſe a part of its expence, and 


„ where it bears too large a proportion with the 
* whole, 
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„hole, as in France, the common people muſt be Car. 
4+ miſerable and burdened with heavy taxes. II. 


I muſt comment a little upon this paſſage. 

I have no object ion to this expoſition of the matter 
the ideas are intelligible and clear: but I object again 
the application of his doctrine to taxes; becaule it 
would ſead to error. Here are my reaſons: - 

Imo, Income is called the whole of the earth's pro- 
ductions: this I may admit to be juſt, except when 
ve conſider income as an object of taxation. Bur if 
we retain the ſame definition to expreſs the income 
of one, for example, who labours the foil for his own 
ſubſiſtence, as well as of another who labours it as a 
trade, the difference in paying their taxes out of ir 
will be very great. He who draws nothing from the 
ground but his phyſical neceſſary, can be laid under 
no taxation; becauſe he has no ſuperfluity. And if 
he be obliged either to give-a part of his crop in tax, 
or to ſell any part of it for money to be paid to the 
public,” this diminiſhes his phyſical-neceſlary, and 
forces him to ſtarve; whereas the other who exer- 
ciſes labour as a trade, may be obliged to pay a part 
of his ſurplus by way of tax or rent; and ſtill his phy- 
ſical· neceſſary may remain untouched. 

It is for this reaſon, that in treating of theſe mat- 
ters, | am always at the greateſt pains to point out, 
that nothing can be the object of taxation, except 
what is over and above the phyſical- neceſſary of eve 
ry one. | | 

In all countries where a land tax, feuer, taille, or by 
whatever name it goes, is eſtabliſhed, care muſt be 
taken to prevent the huſbandmen from confining their 
labour to ſuch a ſmall ſpot of ground as is barely ſuffi- 
cient to produce their own phyſical-neceſlary, unleſs 
when they have a trade to aſſiſt them in paying what 
the public demands of them. . 

From this circumſtance, and this only, it happens, 


that the land- tax in England is ſo little burdenſome, 


comparatively to what it is in many nations of Eu- 
rope. Lands in England are let in large portions: no 
body will let a farm ſo ſmall as to be proportioned to 
the ſupplying of the mere phyſical wants of the far- 

Bbg mere 
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wv different; where inheritances in land are conſtantly 

divided, as moveables, among all the children; the 

lots become ſo (mall, that the proprietor can draw no 

more from them than his own ſubſiſtence; and then 

when a land-tax is impoſed, this poor little portion 

being valued in proportion to what it can produce, as 

well as the greateſt eſtate in land, the huſbandman is 

ſtarved, although the tax demanded of him be laid on 

in the exact proportion to the produce of his land, 
while he that has the ſurplus is quite eaſy. 

I would therefore recommend, in countries where 
this minute ſubdiviſion of lands has taken place, that 
for the future none under a certain extent or value 
ſhould be ſuffered to be divided among the children, 
but ordered to be (old, and the price divided among 
them; and that the ſame regulation ſhould be ob- 
ſerved upon the death of ſuch proprietors whoſe lands 
are not ſufficient to produce three times the phyſical- 
neceſſary of the labourers. This would engage a 

e to exerciſe agriculture as a trade, and to give 
over that uifling huſbandry which produces no ſurplus, 
and which involves ſo many poor people in the oppreſ- 
ſion of land-taxes. This plan can never be recom- 
mended as a plan to be executed all at once: it muſt 
be done by degrees, and in proportion to the progreſs 
| 5 of induſtry. The principle is fo evident, that I ne- 

} ver found any one who did not immediately agree to 

i the juſtneſs of my obſervation ; although in impoſing 

=. land-taxes I have nowhere found it attended to “. 

: Here then is the uſe of theory; it directs us in 

| 3 to avoid difficulties, which might otherwiſe 

judged unſurmountable. | 
2do. I farther obſerve, that it is a more hurtful er- 
ror ſtill to miſtake the eee of induſtry for the 
taxable income ariſing from it, than to miſtake the 
groſs produce of land for the rent: becauſe the pro- 


* Some ſmall attention is paid to the poorer ſort of landhold- 
ers in England: for, by the annual act for a land-tax, no 
perſon ſhall be liable to the pound rate, whoſe lands, &c. are 
not worth 20 5 per anzum value. | 
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fits upon induſtry bear a ſmaller proportion to its pro- CH av. 


duce, than the rents of lands do to their full fruits. 


The beſt method of raiſing money upon the lower — | 


claſſes of the induſtrions, is rightly to lay their con- 
ſumption under proportional taxes, which they may 
eaſily draw back; becauſe they will raiſe the price of 
their work proportionally. 

From this we may conclude, contrary to the com- 
mon opinion, that the teſt of well impoſed taxes is to 
raiſe prices in proportion. When they are rightly 
impoſed, every one who ſells a commodity which has 
paid a tax, will draw it back, whether he be induſtri- 
ous or not. If he conſumes it, he cannot draw it 
back, but by raiſing the price of his work ; which 
again he cannot do, unleſs the tax be made ſo gene- 
ral as to affect all his competitors; and unleſs the 
conſumption he has made. be unavoidable to every 
one of them, | 

When we reflect upon the large quantities of ex- 
ciſeable goods which are conſumed as ſuperfluities, we 
muſt conclude that the riſe of prices complained of, 


proceeds more from our manners than from the taxes 


we pay. 

310, The expence of a people is not merely what 
is ſufficient to ſubſiſt them; but what they conſume, 
either in fruits, or manufactures. Had indeed Dave- 


nant computed the value of this neceſſary quantity, 


and deducted it from the income, according to his 
acceptation of income, the remainder would have 
been a tolerable good repreſentation of what I mean 
by income, or taxable fund; becauſe whatever peo» 
ple conſume beyond the neceſſary, I conſider as a ſu- 
perfluity which may be laid under taxation. 

4to, I muſt alſo differ from him in his idea con- 
cerning ſuperlucration, wealth, or national ſtock, 

eee to him, this is the quantity of income 
remaining after the following deductions: 1919, What 
is neceſſary to clothe and feed the people. 249, What 
is neceſſary for their defence in time of war and orna- 
ment in time of peace. But according to my noti- 
ons, I muſt alſo dedu all that is conſumed in ſuper- 
fluities ; for what is conſumed, whether neceſſarily or 
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Boox V. ſuperfluouſly, never can make an article of ſuperlucra- 

tion, wealth, or national ſtock. 

I The ſuperlucration then of a nation conſiſts in the 
augmentations made upon her ſtock of every kind, 
capable of producing a proportional income: it is the 
converting into ſomething durable the well employed 
time df the inhabitants. In this ſenſe the new pave- 
ment of London, the roads, buildings, ſhips, &c. in 
Eugland, are all articles of ſuperlucration, as well as 
the improvement of the lands, and the conlolidation 
of the balance of her trade, which has created that 
part of the public funds belonging to natives. 

Quxsr. 4. Is it paſſible to convert a land- tax into 
one of the proportional kind?ꝰ 

This is a curious ſpeculation; and as it is a ſhort 
exerciſe upon ſeveral principles of this ſcience, it comes 
in properly at the concluſion of our work. 

To make a land-tax proportional, the proprietors 
of land ſhould be enabled to draw back the burden, 
in the ſale of the earth's productions. This they can- 
not do as matters ſtand, The farmers who pay no 
Jand-tax underſel them; becauſe they have no tax to 
draw back. | 

Since the tax, therefore, cannot be drawn back di- 
rectly, let us apply our principles to diſcover a me- 
thod how this might be done indirealy. 

Let nothing but lands be ſubject to this impoſition. 

Let every part of them be valued, and recorded in 
a general regiſter. 

Let-bread, buichers-meat, and ſubſiſtence of all 
kinds, be laid under an exciſe, in all markets, and 
no where elſe, at a rate ſufficient ro raiſe the tax 1n- 
tended to be laid upon the lands, and let the amount of 
this tax be drawn back by the landlords, in proportion 
to the valuation by which they have paid the land-tax. 

That this is a reaſonable impoſition, appears from 
the whole plan of this work. We have ſeen, in the 
firſt book, how the great body of the peopfe is di 1d- 
ed into labourers and free hands; that the free hands 
are the inhabitants of towns, who go o market for 


| ſubſiſtence, and conſume what correſponds to the 
land- 
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land- rents; conſequently the landlords, who at pre- Cu av. * 
ſent pay a cumulative tax, which they cannot draw XIII. 
back in any ſhape, are juſtly intited to the amount 
of this proportional tax, laid upon the great articles 
which produce their land-rents, and which are con- 
| ſumed by the inhabitants not employed in agriculture. 

Every one who has writ concerning taxes has en- 
| deavoured to contract the object of them as much as 
; poſſible: more, I imagine, witha view to eaſe the public 
| than the people. I have followed another courſe. | have 
been for multiplyng the objects of taxationas much as 

poſſible, and for making them more in proportion to 
| expence than to property or income. But that I may 

conform myſelf in ſome meaſure to the ideas of thoth 
Who have examined the ſame ſubject, I ſhall propoſe 
; a tax, which would fill up the place of every other; 

and could it be levied, would be the beſt perhaps 
; ever thought of. ; 

It is a tax, at ſo much per cent. upon the ſale of 
every commodity. 575% 

ö . 
| C HAP. XIII. 
Recapitulation of the Fourth Book. 
PART I. Of the Intereft of Money. 


InTroD. I INTRODUCE the ſubject of credit and 

| h debts, by giving a general idea of its ex- 
tent. It comprehends the method of eſtabliſhing a 

| ſold ſecurity for money borrowed ; of extending 
| the object of ſuch ſecurity in proportion to circum- 
; ſtances z; of ſupporting the credit of the borrowers, 
| when over-ſtretched ; and of preventing, as far as 
| Poſſible, the fatal conſequences of a bankruptcy, when 
| it can be no longer ſupported. 
Re I ſhew how all myſteries relating to credit proceed 
from our ignorance only of its true nature; which is 

confidence eſtabliſhed upon a viſible and palpable 
| fund of payment. I obſerve how delicate a thing 
| credit is, and how gently it muſt be dealt with ; how 


incompatible the forms of common law are won on 
| diſcuſſion 
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Booæ V. diſcuſſion of queſtions which ariſe between merchants; 

—Y how neceſſary it is to form a juriſprudence peculiar to 
trade, and to ſupport it by manners more than by au- 
thority; and when credit is once ſet upon its true baſis, 
how all aerial ſchemes, bubbles, and public bank- 
ruptcies will be avoided. _ | 

Cuar. I. Here I ſhew how impoſſible it is to eſta- 
bliſh credit by authority; how inſeparably it is con- 
nected with liberty and independence; and ſtill how 
compatible it may be with that ſupreme power which 
is veſted in every government. 

Char. II. The object of credit is money lent; 
the baſis of loan is the payment of intereſt. If mo- 
ney be wanting, credit will die; conſequently, there 
muſt be a method found for augmenting and diminiſh- 
ing the quantity of money in proportion to the de- 
mand for it. It is augmented, by converting land 
into ee. it is diminiſhed, by relieving the 
land of the engagement upon it, and extinguiſhing 

the paper-money. This is no more than a contri- 
vance for turning into a cirexlating value, which is the 
principal characteriſtic of money, the obligations of 
ee men, which in all countries are conſidered to 
of an equal value with any coin. 
here explain what is meant by money tag nated, 
and by money realized. Money, while it is employed 
in circulation, can carry no intereſt ; the moment it 
Ties idle to one man, were it but for a day, it may be 
worth intereſt to another, who willingly pays for the 
uſe of it, when he has occaſion either to buy what he 
wants, or to pay what he owes. If no body be found 
who wants it, then it is ſaid to fagnaze in the hands 
of the proprietors. This denotes that circulation is 
full. He therefore deſires to realize it; that is, to 
purchaſe with it ſome kind of income. For this 
purpoſe, if it be coin, he ſends it to ſome place where 
coin is wanted. If it be paper, he demands of the 
debtor in the paper either to give him an intereſt for 
it, or to convert it into coin, which is the money of 
the world. Both are called realizing; and in pro- 
Portion as money is realized, circulation — 
ence 
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Hence I conclude, that as the uſe of circulating Cn a». 


money is to carry on alienation, ſo the uſe of ſtagnated 
money is to produce an intereſt ; conſequently, a 
perpetual intereſt 1s better than money, when it is 
not wanted for the uſe of circulation. If therefore, 
by the policy of a country, the capital of every per- 
petual intereſt can be immediately converted into mo- 
ney for the uſe of circulation, the inconvenience of 
capitals not demandable is removed ; becauſe although 
you cannot make the debtor pay, you can ſell what 
he owes you to another, who will; and this equally 
ſuits your convenience. | 


Cu II. The ſimplicity of manners among the 


primitive Chriſtians, circumſcribing very much the 


uſes for money in circulation, a great quantity of 
the coin was conſequently locked up. Paper money 
then was ſuperfluous; becauſe even coin itſelf fo far 
exceeded all the uſes of their circulation, that it was 
conſidered in the light of jewels and plate with us. 

Taking intereſt for it, when lent, appeared to them 
as unreaſonable, as if a lady, in theſe times, were to 
aſk a price for lending her jewels to a friend. 

However, as money was neceſſary on many occa- 
ſions to thoſe who had none locked up, the Jews, who 
have always deſpiſed land - property, made a trade of 
lending; and this drew an odium upon the practice. 
I can aſcribe it to no other cauſe. Our manners are 
totally changed; and Chriſtians lend money at intereſt 
as well as Jews. Neither trade, induſtry, or credit, 
can ſubſift without it; and as money cannot be lent, 
without allowing intereſt to be taken, intereſt is be- 
come the baſis of the whole fyſtem of credit, and 
comes to be examined in the following chapters. 

Cu ar. IV. Before induſtry was eſtabliſhed, the 
calls for money to borrow were few, and chiefly con- 
fined to Princes in time of war, and prodigal proprie- 
tors of land in time of peace. Their demands were 
urgent, and the intereſt they paid was in proportion. 
The lenders poſſeſſed but a ſmall part of the coin of 
the country ; becauſe the bulk of the people locked 


up all they could. Thoſe who hoarded, would not 


lend; 
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lend ; and this greatly diminiſhed the fund of bor- 
rowing : beſides, Princes and prod:gals had no ſooner 
fpent the money borrowed, than it fell again into the 
hands of thoſe who hoarded ; and the lenders found, 
no doubt, great difficulues in procuring freſh ſupplics, 
When induſtry and trade brought money out of 
its repoſitories, when the neceflity of permitting in- 
tereſt appeared evident to the church, the coin then 
began to make its appearance, and was ready to be 
lent. This opened a market for money. The price 
of money is the rate of intereſt. At this market, 
the borrowers and lenders appear in competition 
among themſ-Ives, according to circumſtances. If 
more money is demanded to be borrowed than is of- 
fered to he tent, the competition takes place amon 
the borrowers, and intereſt riſes, If more is offered 
to be lent than is demanded to be borrowed, intereſt 
falls. Thote who borrow money may be divided into 
two claſſes, viz. thole who intend to ſpend it, and 
thoſe who intend to trade with it. ; | 
When more money is to be {ent than the firſt claſs 
demands, therate of intereſt wil] be regulated by what 
merchants can give for it: when there is leſs, it will 
riſe to what the prodigals will give for it. | 
But this firſt claſs muſt have good credit, or their 
borrowing will be cut off, When therefore a ſtateſ- 
man finds, that the borrowing of ſuch people hurts 
the commercial intereſt of his country, by keeping 
intereſt high, he ſhould weaken their credit, by ty- 
ing up their lands by entails. When their borrowing 
becomes neceſſary for the encouragement of induſtry, 
and tor bringing all the money there is into circu- 
lation, then their credit ſhould be enlarged, by pro- 
moting an expeditious ſale of every branch of their 
property, 
Chae. V. Thus, without the aid of law, the in- 
tereſt of money is regulated by demand. But a ſtate 
muſt not totally overlook the intereſt of the claſs who 
fpend more than their incomes. It would be inhuman 
to throw them into the jaws of uſurers. Statutes 
therefore prevent intereſt from riſing above a certain 
rate. 
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rate. This preſerves them, and renders the diſſi- 
tion of their fortunes more gradual. | 
But although a ſtateſman has it in his power to 
guard his people againſt the oppreſſion of uſury, by 
preventing the rate of money from riſing above the 
ordinary ſtandard of demand, he cannot equally force 
it down below this ſtandard, even although the in- 
tereſts of trade ſhould require it: becauſe if the mo- 
nied men can lend their capitals abroad, at a higher 

Intereſt than they can procure for them at home, they 
will diſtreſs the landed intereſt, by demanding what 
they owe, and all the money be ſent abroad, as was 
the caſe in Scotland in 1762. 

This was not the caſe a hundred years ago. No 
money then could be lent abroad by Engliſhmen ; 
becauſe thoſe who would give high intereſt had no 
credit. Thus government could bring it down at will; 
monied men were forced to conſent; and the price of 
land role in proportion as intereſt fell. 

As it is the extravagance of men of property which 
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raiſes the rate of money above what is conſiſtent with 
the intereſt of trade, the expedients to bring it down, 


are, 1. To circumſcribe borrowing by the prodigal: 
2. To ſuſpend borrowing by the ſtate: and 3. Fo 


throw as much public money as poſſible into the mar- 


ket, by paying off debts. When a ſtateſman has by 
ſuch meaſures brought the rate of money conſiderably 
below the legal price, he may, by a new ſtatute. pre- 
vent its riſing again ſo high as formerly; but ſtill he 
muſt keep in his eye the rate of money, and ſtate of 
credit in rival nations, in order to avoid the incon- 
veniencies already mentioned. 

Cray. VI. If Great-Britain were to regulate the 


rate of money below what the fluctuations of demand 


are commonly found to carry it, then in time of war, 
as ſoon as demand, which can be ſubject to no ſtatute, 
got up to the high ſtandard, the whole landed intereſt 
would be torn to pieces by their creditors : for the 
debtors could not borrow from one to pay another, 
becauſe no man would give them credit. This would 
put an end to all their expence; the funds which ſup- 


ply 
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ply it at preſent (the land-rents) would be carried off 
by creditors; and all the induſtrious who ſerve ſuch 
proprietors of land would ſuffer conſiderably for want 
of employment. The concluſion which the generality 
of people would draw from this phenomenon would 
be, that high intereſt, inſtead of being hurtful, is 


advantageous to trade. 


Cu Ar. VII. Hence we may conclude, that low in- 
tereſt is principally advantageous for carrying on fo- 
reign commerce, and that the beſt method to keep it 
low, is to keep circulation full, by facilitating the 
melting down of property, | 

This expedient has been contrived by merchants 
in the eſtabliſhment of banks upon mortgage; and 
there is a poſſibility that landed men, ſome centuries 
hence, may find out that they may imitate the exam- 
ple of traders, and contrive the means of borrowing 
cheaper than they can do at preſent. 

Were a particular nation to carry ſuch expedients 
into execution with ſucceſs, it would have the effect 
of bringing down the rate of money every where. 
This would fink the general average of the whole, 
but never would prevent the operation of thoſe prin- 
ciples by which it had been brought down; and the 
moſt intelligent nations would ſtill have the ſame ad- 
vantages as before, of keeping their intereſt low re- 
latively to their neighbours, which is the great defide- 
ratum for the ſupport of public credit, as well as of 
forcign trade. | | 

CHap. VIII. But although it is of very great ad- 
vantage to trade to have intereſt low, we cannot judge 
of the proſperity of trade from this circumſtance alone. 

That nation gains the moſt upon her trade who 
draws the greateſt balance from the reſt of the world. 
Now the balance cannot be judged of by the rate of 


intereſt ; becauſe this depends more upon manners 


and policy than upon the ſtate of induſtry. Induſtry 
mult be ſupported by ſuperior dexterity, natural ad- 


vantages, and promptitude of payments, as well as 


by low intereſt. Prompt payment alone is of more 
conſequence to the induſtrious populace, than a ſmall 
| difference 
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difference upon the rate of intereſt. That encou- 
rages the whgle claſs of manufacturers. Low intereſt 
is principally an advantage to the merchants who are 
obliged to employ credit for collecting their work; 
and merchants themſelves who trade upon credit, 
often gain more by quick returns than what will com- 
penſate a conſiderable difference in the rate of in- 
tereſt. Low intereſt may more properly be called the 
barometer of public credit than of foreign commerce. 

Curt. IX. From what has been ſaid, I conclude, 
that the rate of intereſt does not fink as wealth in- 
creaſes; becauſe it is influenced by many circum- 
ſtances, which do not depend upon opulence. It de- 
pends upon the ſpirit and manners of a people, and 
will fluctuate with them. 


PART II. Of Banks. 


Cup. I. AVING deduced the principles which 
| | H regulate the rate of intereſt, I proceed 
to inveſtigate thoſe which influence domeſtic cireu- 
lation ; and as banks are the great engine by which 
circulation is carried on, in tracing the nature of banks 
we ſhall fully underſtand its policy and principles. 

Banks either circulate notes, or transfer credit writ- 
ten in their books : the firſt are called banks of cir- 
culation ; the latter banks of de poſit. 

All banks are founded on credit, and according to 
the nature of their inſtitution, I may divide the cre- 
dir they are built on into three kinds, viz. private, 
mercantile, and public. 

Private credit is when the ground of confidence is 
real property, pledged for the ſecurity of the loan. 

Mercantile credit is when the cauſe of confidence 
is in the trading ſtock, abilities, integrity, and good 
fortune of the perſon who obtains it. 

Public credit every one underſtands, It is when 
the ground of confidence is a fund ſecured by public 
faith, in favour of the creditors, for the intereſt and 
capital due, which laſt however is never exigible from 
the ſtate. | Private 
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Boox V. Private credit is the moſt ſolid of the three; mer- 
ko cantile credit eis the moſt precarious, and public cre- 
dit depends entirely upon the maxims of every go- 
vernment with regard to public faith. 

It is the object of confidence, not the quality of 
the perſon obtaining credit, which determines the 
nature of the credit. A merchant may grant bond 
on the credit of his lands; a landed man's bill, as 
member of a mercantile company, may only affect 
his ſtock in trade, and a Prince may pledge a pro- 
vince for a ſum of money. 

The debts of a ſtate, and the bills of merchants, 
are more eaſily transferred than private ſecurities, 

Public and mercantile credit ſtand upon a more 
precarious bottom than private ſecurity. A fuſpicion 
of inſolvency will ſhake the two former; real info 
vency only will deſtroy the latter. 

Theſe are ſome of the peculiarities which charac- 
terize the differences between the three kinds of 
credit. The juſtneſs of the diſtinctions I have made 
appear from them, and from other circumſtances men- 
tioned in this chapter; and the utility of ſuch diſtine- 
tions will appear from their application as we proceed. 

Cu Ar. Il. To eſtabliſh private credit, on the moſt 
ſolid and extenſive bottom, the effects of debtors 
ſhould be rendered of a ready converſion into money; 
the ſale of lands ſhould be rendered eaſy and expe- 
ditious; no entails or cloggs by mortgage and the like, 
ſhould be allowed; debts upon poſſeſſions ought to 
be regiſtered, and thole due to banks (the great 
2 debtors) ſhould always be conſidered in a moſt 
avourable light. 

Cu Ap. III. Banks of circulation upon private cre- 
dit, are of great uſe in the infancy of induſtry. | 
In countries where it is only taking roor, the greateſt | 
obſtruction it meets with is a ſcarcity of money. 
When money is ſcarce, payments are ill made; and 
when the uſes for money increaſe, if money be not 
made to augment in proportion, alienation will ceaſe 
to go on, and payments will daily be more precarious. 


This is ſo evident that I ſhall not inſiſt upon it. 
Now 
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„ ee individual in a ſtate does, leſs or 
more, ſupport induſtry by conſuming its produee, , 


. money, mult be provided for every one in proportion 


to the value of his property. This opens at once the 
Priaciphe of -banks upon private credit. 

He ho has money will, every where, willingly lend 
to evety one ho can give good ſecurity for it; and 
the obligation granted by the borrower is conſidered 
by the lender as better to him than the money he lends. 
Before, the eſtabliſhment of banks, ſuch loans were 
made in coin; but as people diſcovered that a good 
obligation was as good as coin, they diſcovered alſo, 
that When obligations could be made to circulate, 
oy its place. 

or this purpoſe, banks found out an expedient of 
dividing obligations ſecured upon property into ſmall 
parts of the capital ſum ; and by delivering them 


back to the borrower, with an obligation to pay them 


in coin to the; bearer.on demand, they conſtituted 
themſelves debtors: to the public for every note. 
The conſequence of this was, that the coin of the 


country: became leſs uſeful in circulation ; and-as the 
banks demanded it, and even gave premiums for ob- 


taining it, it came into their hands, and ſer ved the 
pur poſe of changing notes; that is, of ſubdividing 
the ſums mentioned in them, into the loweſt deno- 
minations of the money of the country. 

There is not a nation in Europe ſo ignorant as not 
to feel the uſe of this policy; but there are few who 
have diſcovered. how to. eſtabliſh the confidence of the 
public in this general debtor, the bank. The reaſon is, 
that people imagine a bank ſhould at all times be able 
to turn all their paper into coin. Were this poſſible 
to be done, where would be the uſe of banks ? How 
could they multiply money ? 

From this ſhort expoſition, we may underſtand the 
difference between banks upon private, mercantile, 
and public credit, The firſt lend upon the ſecurity 


of poſſeſſions; the ſecond, upon bills of exchange, 
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which is called; diſcounting; the third, upon the ſe - 


curity of the public * 
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Cu. IV. A ſcarcity of money only being found 


⁊ ſtop the progreſs of induſtry,” and thereby to cir- 


cumſcribe the gains of merchants who ſupply con- 
ſumption ; and they perceiving that men of property 
become bad cuſtomers, more from the impoſſibility of 
making payments than for want of an inclination to 
conſume, joined together, and formed a conſiderable 
ftock which they expoſed to the eyes of the public. 
This gave them credit, and every one who had mo- 
ney to lend was fond of placing it in their hands. 
Other people who wanted to borrow, applied to them 
for money. Their anſwer was, we have no coin; 
but if you want money for any purpoſe, we can aſſiſt 
you in credit, if you will give us fecurity upon your 
eſtate. Here is, ſaid they, a note of ours, which any 
body will take from you as payment for what you 
want. This was the ſame thing to the man who 
wanted money for a particular ule, as if they had 
given him coin; and as ſuch demands became fre- 
quent, the notes were printed, and inſenſibly bank- 
ing was eſtabliſhed. 
States perceiving the abuſe which might follow, 
- were every one allowed to iſſue paper in this manner, 
judged it proper to erect companies, who lent them 
conſiderable ſums as a ſecurity for their faith to the 
public; and the ſuperior credit of ſuch companies 
drew the confidence of the public, and circumſcribed 
the dealings of individuals. Thus the trade of Lom- 
bards, who had formerly ſupported circalation by 
-their bills of exchange payable to order, received a 


| farther extenſion by the eſtabliſhment of banks, who, 


buy iſſuing notes payable to bearer, rendered them, in 
all commercial countries, every bit as uſeful, as any coin. 

Banks once eſtabliſhed, regulations became neceſ- 
ſary; and of theſe the firſt and fundamental one, 
was, to iſſue no notes but upon good ſecurity, If it 
be aſked, what ſecurity ſhould be taken ? The an- 
ſwer is, the beſt thoſe who want credit can give. 
In a country where trade and induſtry are little known, 
but where a taſte for refinement is taking place, de- 
mand muſt be encouraged, in order to augment the 
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fupply: And as this demand fur conſumption ſhould, Cn. 


» naturally, come from men of landed property; the BY 

- bank, therefore, ſhould firſt reſolve to iſſue notes 

J upon the {:curity of that kind of propertx. 

f When induſtry becomes more extended, and when 

0 trade becomes more ſecure, from the ſolidity of mer- 1 
e cantile funde, banks may then begin to diſcount bills 

. of exchange, and as this branch of credit enlarges, the 

4 bank will by degrees participate of the nature of 

s thoſe ſecured upon mercantile credit. 

n 


When public. credit, again, is well eſtabliſhed, 
£ they will lead upon government ſecurities, pledged in 
ſt their hands, and thus become founded upon public 
ar credit. 
y According therefore to the principal object of their 
"1 trade, they are ſaid to ſtand upon private, mercantile, 
10 or public credit. | 2 ee 
ad When a proprietor of lands gives his bond to a 
e- bank, it ſhould, be underſtood, that as long as he re- 
K. ularly pays the intereſt of the money borrowed, the 


nk is not to demand the capital. | 
w, For this bond they give notes, which are conſidered 
er, as ready money, and therefore carry no intereſt. So 
m the profit of the bank is to receive intereſt for what 
he they lend, and to pay none for what they owe. 
ies What they owe is the paper they iſſue. They owe 
ed this to the public; and the ſecurity which the 
m- public has, is the ſecurity which the bank received 
by rom the perſon who borrowed from tem. 
d a Hence the ſolidity of banks upon mortgage. Their 
ho, notes become money, and this money is ſecured upon 
in the whole ſtock of the bank, and the whole property 
an. engaged to them. | | 
cel But as the ſtock of the bank is of a determinate 
ne, value, and as the notes they iſſue may very far exceed 
fit it, the credit of a bank will be 8 unleſs the 
an- value of the ſecurities upon which they lend, be equal 
IVE. do all the notes in circulation. It will alſo be precarious. 
„n, in proportion as the ſecurities themſelves are fo Hence 
de- the intereſt the public has to take care that banks give- 
the credit upon nothing but the beſt ſecurity. 
ply. * Cca CHar, 
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. Bob V. Cu er. V. A bank, therefore, which lays down a 
[nie to lend upon the mortgage of ſolid property only, 
| Vould _—_— confidence, if it ſhould launch out 
| in giving credit to thoſe who have no ſolid property 


to pledge. 
Hap. VI. The uſe of all banks is to ſupport do- 


meſtic circulation: this is to- fold; that carried on by 
conſumers, and that carried on by traders and ma- 
nufacturers, who ſupply conſumption. | 
The circulation carried on among the firſt is in pro- 
* to their income, and their credit ſhould be 
n proportion to the funds which produce it. The 
cittulation carried on by the laſt is in proportion to 
the demand for their induſtry. | apt 
If a bank be eſtabliſned on the credit of ſolid funds, 
it is very plain that they cannot ſupport the circulation 
of manufacturers and dealers upon the ſame terms, or 
in the ſame way they do that of proprietors. They 
may indeed diſconnt bills; but they cannot give a 
permanent credit upon a ſecarity which is not founded 
upon property. This opens a new combination. 
rade and induſtry are diſperſed through many hands, 
and if the ſtock of thoſe who carry them on be com- 
pared with what is neceſſary for that purpoſe, it will 
appear very ſmall. What is deficient in ſtock muſt 
be made up to them in credit; and this will be in 
proportion to their integrity, capacity, and good for- 
tung. A frail ſecurity for paper, which is to become 
the money of a nation! Such ſecurities muſt either 
be rejected by every bank whatever, or the whole 
fabric will tumble into ruin. But this ſubaltetn clafs 
of dealers may have recourſe to merchants, & hoſe 
wealth and funds are ſolid and extenſive. To theſe a 
bank may give credit, and they again, in their deal- 
ings with the other claſs, may indemnify themſelves of 
all the riſk they run, by profits in proportion to it. 
This claſs of merchants I call exchangers ; becauſe 
they deal principally by bills of exchange in the cte- | 
' 


8 
ks 

8 

* 

. 

. N 

1 

. 
[ - - 

7 

3 
1 
by 
14 
4 ; 
>. 

* 
10 
if 
72 
f 
50 0 


1 — 2 21 5 As . - 
ö EET I ihe; 
— \ 0 5%. £4 207 I 2-22 ” m m 


dits they give, which are of the greateſt advantage 


d o an infant trade and a growing induſtry. | 
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„ POLITICAL OECONOMTJ. 
Cn. VII. When banks were firſteſtabliſhed, there 
Vas no money known but coin, and many there ſtill are, 


ho do not clearly ſee how money can poſſibly be made 


of any thing but metal. The ſcarcity of coin raiſed 
the rate ob intereſt, and when banks began to lend 
their paper, they exacted the ſame intereſt as if they 
had been lending coin. Hence they were obliged to 
promiſe. payment of their notes, in coin, upon de- 
mand. In conſequence of this, the policy of gircy- 
lation proceeds upon the ſuppoſition, that hank notes 
are equal to coin in every reſpect; and when any in- 
terruption happens in the ready exchanging them at 
the bank, all runs into confuſion. I ſhall afterwards 
ſhew how this might be prevented | 
While a country has a balance of trade, either at 
par or in her favour, no body has accalion for con, 
except to reduce bank notes to their loweſt denomi- 
nation of money. But when a balance is due to other 
nations which muſt be paid in gold and filver, every 
one who wants coin for that purpoſe runs to the banks, 
which are obliged to pay in it, and then they are 
thrown into diſtreſs. Hence we may conclude, that 
a bank taking upon itſelf the obligation of paying in - 
coin, without catrying its policy - farther than the 
banking trade, cannot ſtand its ground in a country | 
which owes, upon an average, a balance to other na- 
tions: This opens a new and a moſt curious eom- 
bination. 155 
Cu ap. VIII. In the mechanical operations of trade, 
when they ate not combined upon principles, and di- 
rected by a ſuperior policy, every balance due from 
one nation to another upon the whole of their reei- 
procal payments, that is, in conſequence of their debts 
and expences abroad, as well as in the courſe of their 
mercantile operations, muſt be paid in the metals. 
For tranſacling this balance, there is a ſet of mer- 
chants who deal in the buſineſs. of exchange. Every 
debtor to any country is ſuppoſed to have value in his 
hands for it, which he converts into bank-paper ; with 
this he buys a bill of exchange, drawn upon the place 
where the debtor, and the exchanger who ſelſs is, 
| Se demands 
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demands coin of the bank, which he ſends off for-pay- 
ment of his bills. If during this operation the bank 
ſhould ſtand with its hands acroſs, and only think of 
expedients to provide coin, it is evident, that if 
ſpecie ſhould totally fail in the country, trade muſt 
be at an end, and the credit of the bank would be un- 
done: for no body will enter into every combination 
neceſſary to diſcover the impoſſibility of converting 
the whole paper currency of a nation into gold and 
filver. Thus a bank which cannot pay in coin, will 
be ſuppoſed to be ruined, though in reality it may be 
worth half the property of the ſtate. | 

ls it not then of great conſequence to banks, and to 
a ration, that the principles of their trade, and the ſe- 
curity of their paper, ſhould be well underſtood? And 
is ĩt not wonderful, that they themſelves have not made 
evident a thing which they muſt underſtand better 
than any one who has not had their experience ? 

Crap. IX, When a country gentleman owes mo- 
ney in town, beyond what his rents can pay, does he 


not borrow from ſome body who has money? Does 


not this borrowing prevent his lands and his houſes 
from being torn to 5 pots by thoſe who have a right 
to demand money of him ? Would he not be laughed 
at, if he were to delay pledging a part of his property, 
in order to ſecure the wholc ? | 


The caſe is juſt the ſame with banks. They owe a 


ſum of coin equal to all the paper they have in cir- 
culation, In this they repreſent the country gentle- 
man. Foreign nations demand payment from them 
in coin ;. becauſe it is the ſame thing whether this de- 
mand be made directly on the bank, or on thoſe who 


can demand it of the bank. Such nations repreſent 


the town. Muſt not then the bank borrow upon the 
credit of the ſecurities pledged at the time they iſſued 
their notes, and which to them repreſent the gentle- 


man's lands? And can they borrow from any but 
thoſe who have money ? Their own country can have 


none to lend, while they owe a balance; they muſt 
therefore borrow from other nations, and transfer 
what they borrow to their creditors abroad. 


Hence 


ſ 
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_ Hence I conclude, that as nations which have coin C . 
pay what they owe with it, and thereby diminiſh its XII. 
quantity; ſo nations whoſe money is their land, muſt 
pay in land, to the diminution of that ſpecies of pro- 
perty: and as a man whoowes a thouſand pounds upon 
his eſtate is only proprietor of it for the remaining va- 
lue; in like manner, a country which pays an annual 
intereſt to other nations, is only proprietor of what 

remains. | | 10 

Cu ar. X. If the country gentleman, whois puſhed 
by his creditors for money, which he cannot expect 
to draw from his rents as they become due, ſhould. 
borrow, for a few weeks, from one who, after that 
time, will have occaſion for his money himſelf, he will 
be put to all the expence of giving ſecurity for 
it, and at the end of that ſhort time, he will be 
at as great a loſs as ever to find money to reimburſe 
the man who lent it him. This repreſents the expe- 
dient uſed by banks to obtain temporary credits, in- 
ſtead of a permanent loan upon a regular intereſt. 

CAP. XI. When trade goes on well, and produces 
a regular balance in favour of a country, the trade of 
banking is eaſy, and few employments require leſs ca- 
pacity, But when the balance begins to be unfavour- 

. able, and when, in ſelf-defence, they are obliged to 
deal in exchange, the caſe is different. * 

Whatever balance is due abroad muſt be paid by the 
banks, as has been ſaid, either in coin or in credit. 
As long as they pay in coin, the buſineſs of paying the 
balance is left to exchangers, who conduct the ope- 
ration. But whenever banks borrow abroad, upon a 
permanent loan, and thereby acquire a fund to draw 
upon, the buſineſs of exchange falls naturally into 
their hands, and they may profit of it according to 
circumſtances. In this caſe, not one ſhilling of coin 
can go out of the country, in the way of payment; 
becauſe there will be a loſs to any one who ſends 
it away when he can pay cheaper by a bill. 

Cu XIL But the moſt complicated combinations 
ariſe from the conſequences of a wrong balance on the 
ſtate of domeſtic circulation. I hope this matter will 
x4 5 El TY be 
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be more eaſily comprehended; from the ſhort recapi- 
tulation I am now to give of it, after all that has 
been ſaid upon the'dactrine of taxes, and of the dif- 
ficulty of paying them, when money is ſent abroad. 
Money is the inftrument of - alienation ; and when 
this inſtrument is taken away, alienation muſt ceafe. 


Now, it is a matter of indifference as to circulation, 


whether money be rendered ſcarce by being ſent out 
of the country by the ſtate in time of war, or by the 


ſubjects who owe it to ſtrangers in time of peace. 


A determinate quantity of money is requiſite for do- 
meſtic circulation, lu whatever way this comes to be 
diminiſhed, it is the duty and intereſt of banks to 
fill up the void as faſt as poſſible, by readily furniſh- 
ing credit at all times to thoſe who can give ſecurity 
for what they demand. If banks, by paying ba- 
lances, ſhall have exhauſted their fund of coin, the 
fault is their own. Why did they nor in time pro- 
vide the neceflary funds abroad ? Bur in whatever 
manner they pay the balance, the conſequence is, to 
take a ſum of money equal to it out of domeſtic cir- 
culation ; and this cannot be replaced but by more 
money lent by them upon new ſecurities. If an ill 
grounded fear ſhould at ſuch a time engage them to 
refuſe credit, when demanded, - the country will be 
in a worſe ſituation than if banks had never been 


| eſtabliſhed, from the ſudden diminution of money, 


which, without that eſtabliſhment, never could have 
happened. 

But if banks would conſider the whole foreign ba- 
lance as immediately their own debt and it is fo, 
when they are obliged to pay it) they would pro- 
vide the eaſieſt method of acquitting it: ſince none 
of the expence incurred can fall upon them, in any 
proportion to the gain they make, in receiving in- 
tereſt for all they lend, and paying none for what 
they owe within the ſphere of their own circulation. 

Cup. XII. Whatever contracts circulation, hurts 
a bank, and offers no relief to it with reſpect to the 
payment of balances. If they borrow money at 
home, they cut off the branch they ſtand upon unleſs 

| they 
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they continue at the ſame time to give credit to all 
who demand to borrow upon good ſecurity, This laſt 
combination was omitted in the chapter F am now 
recapitulating; becauſe of the multiplicity of thoſe l 
was obliged to introduce, in order to demonſtrate 
how hurtful it is for banks voluntarily to diminiſh the 
circulation of the country where they are eſtabliſhed. I 
ſhall therefore bring it in here, and refer to the chapter 
for the other combinations which cannot be abridged. 

Did banks, upon mortgage, make it a rule to bor - 
row all the money offered to them, at a ſmall dedac- 
tion from the common intereſt, while at the ſame 
time they continued to lend as formerly to every per- 
fon of good credit; the conſequence in a little time 


would be, that they would become the abſolute cen- 


ter of all borrowing and lending, and the greateſt part 


393 
Cnwe.: 
XIII. 
— 


of the expence of drawing ſecurities would be ſaved, 


Every perſon who had money to lend, would lend 
it to the bank; and every one who had money to bor- 
row, would borrow it of the bank. Upon theſe two 
operations, the difference of intereſt paid, and receĩv- 


ed, would more than balance the additional expence 


of ſo great a detail. But then indeed ſome new law 
would be neceflary to facilitate ſecurities. The cl 
laid upon ſolid property oblige the bank to inſiſt upon 
conditions, which put it out of the power of many 
perſons of good credit to borrow from them. But I 
do not propoſe plans: my aim is confined to prinei- 
ples ; and from thoſe I have mentioned a new clauſe 
in bank notes would ariſe, viz. to pay in coin, or by 
a transfer of intereſt at a determinate rate, at the 
option of the bearer, not of the bank, 

Chap. XIV. This would be an optional clauſe, ve- 
ry different from that lately introduced into Scotland, 
where the option of paying intereſt was left to the 
bank. This has ſince been wiſely ſuppreſſed ; be- 
cauſe it proved a heavy clog upon circulation, and 
enabled the bank to avoid doing what their own m- 
tereſt, and that of the nation, required of them, viz. 
the ready payment of all balances againſt the count- 
ry. But in ſuppreſſing optional clauſes, government 
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Boox V. ſhould facilitate the means of paying balances, and 
of providing coin. This is done by eſtabliſhing and 


ſupporting the credit of the banks, in proportion to 
the ſolidity and extent of their funds. An example 
of this nature occurred in Ireland, in April 1760, 
when the parliament intereſted itſelf directly in the 
ſupport of the credit of ſome private bankers. A mint 
alſo is neceſſary; or if this ſhould be judged improper 


or ſuperfluous, ſome aſſiſtance at leaſt ſhould be giv- 


en in conveying coin from the place of its fabrication. 

CAP. XV. All branches of policy are brought to 
perfection by degrees, when, inſtead of being eſta- 
bliſhed at once on ſound principles, they introduce 
themſelves mechanically, by cuſtom and practice on- 
ly. When therefore a national bank is not found to an- 
ſwer all the purpoſes expected from it, private peo- 


ple imitate their plan, and fill up the void. Thus in 


Scotland, when the banks of Edinburgh did not ſuf- 
ficiently ſupport circulation in the more diſtant parts 


of the country, private banking companies were ereCt- 


ed, and degenerated into a great abuſe. Every one 
iſſued notes payable to bearer., Thus the public was 
filled with paper money, the credit of which was quite 
unknown to many, who were however forced to re- 
ceive it. | 
Whatever is payable to bearer, is payable to the 
public; and no doubt the public has a good right to 
prevent the iſſuing of notes by any but ſuch as it has 
confidence in. When a note 1s payable to order, eve- 
ry one who circulates it is reſponſible for the value; 
but when it is payable to bearer, there is no recourſe 
upon any but the the firſt granter of the obligation. 
Such regulations therefore ſhould be made in this re- 
ſpect as may give a lolidity to the paper, and facili- 
tate a general circulation, and prevent the eſtabliſh- 
ment of a currency confined to particular diſtrifts 
within the ſame country, which tends to introduce 
a courſe of exchange from one town to another. This 
would be the caſe, were the circulation of every coun- 


ty carried on by the county bank. A commrnicati- 


on, therefore, of intereſt between the banks of a coun- 
| try 
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xy is requiſite, or elſe the obligation to pay ſhould Cxaz. 
not be confined to the place where the bank is eſta» XIII. 
bliſhed: 7 a: 
Cu Ar. XVI. Here I reſume the principles I have 
deduced, in a ſhort ſketch of a general plan of regu- þ 
lations for a bank of circulation. 

Cu ar. XVI. If proper regulations upon the bank- 
ing trade ſhould be found inconſiſtent with the laws 
and manners of a people, which require a more ex- 
tenſive liberty to every one to carry on what com- 
merce he thinks fit, I think it is reaſonable that every 
company of merchants who iſſue paper, payable to 
bearer, without the ſanction of government, ſhould 
be obliged to ſubject their books to ſome kind of pub- 
lic inſpection, that it might be ſeen whether the cre- 
dit they grant to individuals be of a ſufficient ſolidity 
to anſwer for the notes they circulate. 

Cyap. XVIII. The numberleſs diſtreſſes of the 
Scots banks at the end of laſt war, made it neceſſary 
to ſhow in a particular chapter, what the conſequen- 
ces might have been, had the banks at that time to- 
tally withdrawn their credits, and given up buſineſs. 
This ſtep would, 1m, have cut off their whole pro- 
fits of banking. 24, It would have ruined the whole 
claſs of exchangers; and with them, 2tio, the whole 
trade and manufactures of Scotland. 

CAP. XIX. Here I take a farther ſtep into thoſe 
intricate combinations, I now ſhew how the whole ob- 

| ligation, both of paying in coin, and diſcharging fo- 
reign balances, may be taken off from thoſe who ad- 
c miniſter a national bank, Their notes are propoſed 
" to be paid by a proportional transfer of intereſt. All 
intereſt due by banks on that account, and 1 banks 
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4 for credit given, is propoſed to be paid in coin at cer- 
"4 tain terms Thoſe who have occaſion for coin are to 
Is buy it at the mint: but this coin is entirely calculated 

: for domeſtic circulation; and therefore a very mode- 
. rate quantity of it will be neceſſary. And for the 

4 payment of all ſums due to foreign nations, I lay it 
I upon government, according to the plan propoſed in 
= the 5th chapter, upon exchange. x 


Thus 
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Bor V Thus the whole policy of circulation is divided in- 
ws) to three diſtin branches: | 
11g o, The melting down of property, and keeping 
circulation full at all times. This is the buſineſs of 
banks. | 5 | 
2do, The providing of coin is the buſineſs of mints. 
3tio, The granting bills on foreign parts, for value 
in the national currency, is the buſineſs of the ſtate. 
- Cray. XX. TheobjeQtion to this doArine is, that 
if notes are not payable in coin, they ceaſe to be of 
value. The anſwer is ſhort. The uſe of paper mo- 
ney is to keep reckonings of value between people 
who have property ; the uſe of coin 1s to avoid giving 
credit to people who have none. 

The value of the paper in the country is aſcertain- 
ed by the value of the intereſt which is paid for it in 
coin; and by not paying the capitals in coin, you 
prevent its being carried off without neceſſity, when- 
ever a balance becomes due; which balance might be 
paid by the means of credit. | | 

CAT. XXI. I ſhew, by many arguments, (after- 
wards employed in the roth chapter, upon public 
credit, and which render this combination more ſim- 
ple than I ſhould otherwiſe have been able to make in 
this place) that the return of a favourable balance of 
trade will clear the bank of all the foreign debts con- 
tracted by it, for the relief of the country; as a like 
favourable balance on the trade of Great Britain has the 
effect of ſetting that nation free from a proportional 
part of the money due to ſtrangers. In this caſe, the 
favourable balance is incorporated in the public funds 
due to natives: in the other caſe, it is incorporated 
with the ſtock of the bank ſecurities, and enables 
them to relieve that part of them which was engaged 
for the intereſt paid out of the country. 

Cu ar. XXII. The conſtitution of the bank of 
England differs eſſentially in ſome particulars from 
that of banks upon mortgage, and private credit. It is 
not ſo much calculated for multiplying the currency, 
by melting down private property, as for facilitating 

the circulation of the trade of London, and exchequer 
of Great Britain, The 
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The grounds of confidence upon which the notes C Mx. 


of this company ſtand are very great. | 
_ 1m, A capital of eleven millions ſterling, for which 
they are creditors to the nation. | 
2do, A ſum of credit-caſh at all times in their hand, 
of about eleven millions more. ran 
3rio, The bills of exchange of all the great mer- 
chants of Europe, which they diſcount. 

azo, When they iſſue paper to government upon 
the faith of taxes, or circulate the exchequer bills, 
they have the ſecurity of the public faith for the ſhort 
advance of a few months. 

This bank, I have ſaid, is more uſeful for promot- 
ing circulation than for augmenting it. It has how- 
ever lent its aſſiſtance in this reſpe&t on very critical 
occaſions. It has circulated exchequer bills; and tal- 
lies, which, from diſcredit at the time, were as ill cal- 
culared'to ſupply the uſe of money, as lands or houſes 
are, from their unwieldy nature. The great advan- 
tage the public reaped from ſuch operations, abun- 
dantly ſhew the utility of banks, which are calculat- 
ed for that very purpoſe. 

The principal operations of this bank are, to re- 
ceive and pay away the greateſt part of all the national 
revenue, expences, and debts; to diſcount bills of 
exchange payable at London, and to ſupply the coun- 
try with coin, | 

The demand of London for ſubſiſtence and manu- 
faQures from the country of England is fo great, that 
the whole amount of what is ſent up to that city, for 
taxes, and for land rents there expended by the pro- 
prietors, does not compenſate it. From which it fol- 
lows, that by the bank's not giving credit upon private 
ſecurities, the whole of their paper is in a manner 
confined to the capital; and if any part of that paper 
caſually goes into the country, it quickly returns, in 
payment of what would otherwiſe be remitted in bills. 
So that paper circulation in the country of -England 
is very inconſiderable, when compared with the coin. 

The intention of this chapter is to examine and 
compare the principles of the two ſpecies of banking, 
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Boox'V.-and to point out their ſeveral conſequences as to cir- 
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culation ; from which I am led to think, that if banks 
of circulation were to be eſtabliſhed jn the country 
towns of note in England, they would greatly pro- 
mote induſtry every where, and occaſion no incon- 
venience from their contraſt with the national bank. 

CHae, XXIII. After deducing the principles up- 
on which the ſolidity of paper money is eſtabliſhed, I 
proceed to point out the bad conſequence of iſſuing 
bank · notes upon a precarious ſecurity. The bank 
eſtabliſhed in France by Mr. Law, and the fatal ca- 
taſtrophe it brought upon that nation, furniſh excellent 
matter for illuſtrating the doctrine of paper credit. 
The late King of France left, at his death, a debt 
upon his kingdom of 142 millions flerling; the coin 
being at 28 livres the marc of ſilver. 

Cn. XXIV. In a few months after his death, 
the debt was reduced to 100 millions, by the turn of 
a wheel. The coin was put at 40 livres the marc. But 
as the hundred millions ſterling, in intrinſic value, af- 
ter the reduction, contained as many livres in verbal 
denomination, as the hundred and forty millions did 
before, the greateſt inconvenience diſcovered by the 
people was confined to the neceſſity impoſed upon 
them to ſell their old coin at the King's price. 
At this time Law ſet up his bank, and without 
doubt aſſiſted people in that reſpect, with very great 
benefit to himſelf. Fe 

Crap. XXV. He divided the capital ſtock of the 
bank into 1200 ſhares, of 5000 livres each (the livre 
at this time was exactly a ſhilling ſterling;) and the 
purport of the notes he iſſued was that payment 
ſhould be made, at all times, in livres of the ſame in- 
trinſic value. 

This bank was eſtabliſhed on the principles of the 
Scots banks, and lent ſums upon every ſpecies of good 
ſecurity. The conſequence was, that in leſs than 
three years. France, from being in the moſt miſerable 
ſituation for want of money, credit, conſumption, and 
induſtry, was raiſed, as by magic, to the greateſt 
affluence. The reaſon was plain: there wanted no- 
thing but an inſtrument to ſ-t all the inhabitants 2 
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their own work was the cauſe of the affluence which 


aſtoniſhed them. | 


This effect was produced by an inconſiderable ſum 
of notes: they did not exceed three millions ſterhng 
when Law gave up his bank. But credit and confi- 
dence were eſtabliſhed by that ſmall fum; and the 


notes brought out all the coin which had been for- 


merly locked up. It is not a great quantity of money, 
but an exact proportion of it, according to demand, 
which ſupportstrade and induſtry. That proportion 
may be ſuſtained by the means of banks, but by no 
other expedient whatever. ; 

Cu Ar. XXVI. Law's bank was no ſoonereſtabliſh- 
ed, than he ſought to enlarge his bottom. He found 


a trading company ruined in their affairs, though in- 
titled to great privileges. He found alſo large ſums 


of public ſtare billets circulating at great diſcredit, 
from an ill paid intereſt. He got a grant of the com- 


pany to himſelf and aſſociates. He opened a ſub- 
| ſcription for 200,000 ſhares, of, 500 livres each. He 
took payment in thoſe diſcredited obligations; and 


when he had got the ſtate billets, (given in at ſub- 
ſcribing) he engaged the Regent to promiſe punctual 


payment of the intereſt. This was no ſooner done, 


than the diſcredited paper, which was become an 
action, or a ſhare, as we have called it, only by be- 
ing ſubſcribed for to Mr. Law, roſe above par. The 
nation cried out, a Miracle! Law was a ſaviour, in 
the eyes of ſome, a conjuror in the opinion of others, 

His credit and his capacity for conducting the 


greateſt undertaking within the power of numbers 


and computation, being eſtabliſhed, inſpired the Duke 
of Orleans with a ſcheme of unbounded ambition, 
which, in favour of many who have never rightly 
comprehended the nature of it, I have been at very 
great pains to trace, in the eight following chapters. 
And as a recapitulation is uſeful to aſſernble ideas with- 
in a ſmall compaſs, which have been diſperſed through 
many combinations in the work itſelf, 4ſhall here, in 
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Boox V. The Regent perceiving the uſe of paper money, 
—wellſccured on folid property, reſolved to take the 


9 
„ 


bank into his own hands, in order to iſſue paper ſuffi- 


cient to pay off the whole debt of France. Now paper 
iſſued for paying debts is ſecured upon no fund at all. 
It is the ſame as if it were iſſued for payment 
of meat and drink. The whole ſecurity therefore was 
his own word. ; | 
But the difficulty was to prevent this paper from 


inſtantly returning upon the bank; becauſe it far ex- 


ceeded all the uſes of circulation, and, conſequently, 
could not be ſuſpended in it. 

The expedient fallen upon was to raiſe the value of 
the actions of Law's company, (which by the ſubſe- 
quent incorporation of new privileges were multipli- 
ed beyond 600,000) to a great height, by promiling 


a capital which was originally worth no more than 
500 livres. | 
The great quantity of paper money diſperſed had 


| ſunk: the rate of intereſt to 2 per cent. The dividend, 


therefore, combined with the rate of intereſt, carried 
the market price of the aQtion to 10,000 livres. Here 
was a new fund provided as an outlet for all the bank 
notes paid to the creditors; and in proportion as they 


bought the actions from the Regent, or the company, 


hom [I here conſider as the ſame, the notes were to 
be cancelled. 
By this operation all the debts of France were to 


be converted into actions of the company of the In- 


dies, and were to ſhare its fate. But then it muſt 
be remembered, that this company had in a manner 
the whole revenue of France in farm; and by a re- 
capitulation of the different branches of theic profits, 
their income amounted to eighty millions of livres a 
year. So that if matters had been well managed, 
d credit been ſupported by fair dealing, had no ar- 
bitrary acts of power, in tampering with denominati- 
ons of coin and money, taken place, and had the Re- 
gent ſupported and encouraged the company ; they 
in 


great dividends upon them. The company accord- 
ingly promiſed a dividend of 200 livres a year, upon 
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in fact might have been able to pay more than all Cu a x. 


that was required of them; and the very diminution 
of the intereſt of the public debts, by the fall of mo- 
ney to 2 per cent. was, in effect, cutting off one half 
of the capital. So that if we ſuppoſe the total value 
of the 2000 millions of debt equal to 109 millions 
ſterling, the debts of France, by this ſcheme, would 
have been reduced to an annuity of 2 per cent. on 
100-millions, or two millions ſterling a year paid to 
the company, who then repreſented the creditors of 
the nation. | 

But the project was too great; the capacity of thoſe 
who were in the management. was too ſmall, and the 
time was too ſhort for bringing about ſo great a revolu- 
tion: thus it failed; but in a way which ſuggeſts no 
reaſon to believe that it might not have been ſupported. 
Cn Ar. XXXIV. The denomination of the paper 
was reduced to one half by an act of power: a man 
who, for example, had a bank note for 100 J. had it 
reduced to 50/, This at once deſtroyed the whole 
credit of France. But it would have ſtood its ground, 
without doubt, had the Regent called the fifty pounds 
with which he paid ſuch a note, one hundred pounds; 
al:hough if you abſtract from the. intereſts of deb- 
tors and creditors, which never were attended to, it 
was abſolutely the ſame thing. The altering the de- 
nomination of paper implics, however, this additional 
injuſtice above that of altering the denomination of 
coin, that it changes the value of the paper in all 
caſes; becauſe it contains no other value than the 
denomination : whereas coin has a value independant 
of that, which no law can alter. | 

Cray. XXXV. The form of a bank propoſed for 
France, in this chapter, is pretiy , much the ſame 
with that mentioned in chap. 16; only here I have 
not even admitted the payment of the intereſt in coin, 
for fear that an act of x power, by carrying off a few 
thouſand lovis d'ors on a preſent exigency might to- 
rally ruin the credit of ſuch a bank, and conſequent- 
ly draw ruin on the whole nation. 3 


Vor. III. D d This 


402 


An INQUIRY No rus PRINCIPLES 


Book V. This bank is intended merely as an office for keep: 


* — 


ing accounts between people of property, and thereby 
of greatly increaſing and ſupporting circulation. 


Cuar. XXXVI. Having diſmiſſed the ſubject of 
banks of. circulation, I come next to thoſe of depoſit. 


Here I deduce the principles upon which the bank of 


Amſterdam is eſtabliſhed. 

This bank iſſues no paper, and grants credit upon 
no ſecurity but coin locked up in their vaults. Con- 
ſequently, the ground of their credit is the faithful 
preſer vation of this coin. Were it at any time to be 
diminiſhed below the value of the credits writtn n 
their books, the nature of the bank would be chang- 


ed. Were the coin to be lent on good ſecurity, ſuch 


4 bank would then immediately become a bank of 
circulation upon mortgage; ſince it would be the ſame 
as if che credit had been at firſt granted upon that ſe- 
curity. Were the coin diſpoſed of for no value, the 
bank would be from that moment bankrupt in fact, 
although the ſecret might be kept for a long time. 
CAP. XXXVII. The intention of eſtabliſhing a 
bank of this nature at Amſterdam was to fix the ſeat 


of trade in that city. The ordering all bills of ex- 


change to be paid to the bank in coin, and the giving 
to the holders of the bills only a credit in bank for 
the value, was an effectual means of obliging the pro- 
prietors of that-credit to carry on their trade in the 
place where their funds were eſtabliſhed beyond a 
poſſibility of removing them, except by transferring 
them to others who, by accepting of the transfer, came 
under the fame neceſſity. Were indeed trade to be- 
come incompatible with the fituation of the city, as 
if an earthquake ſhould fill up the port, then the 
bank would either be removed elſewhere, or the cre- 
dit writ in their books would become of no more va- 
Ine than gold in an inacceſſible mine. This regulati- 
on alfo prevented the circulation of bad coin; be- 
cauſe when payment of bills was made to the bank, 
they took care that nothing but good coin ſhould 'be 
received. | 1 5 
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From theſe regulations it appears that money can- Q. 
not be multiplied by banks of depoſit; but on the XII. 6 
other hand, it cannot be diminiſhed by exportation,” 
without the act of the bank; and the transfer of cre- 
dit anſwers every uſe of coin in trade, and prevents 
alſo its waſte in circulation. = Daw) oot: 
Cu Ar. XXXVIIL Coin is liable to conſtant viciſſi · 
| tudes. Its denomination may be changed by an act 
. of power, and its real weight may be diminiſhed in 
circulation. But when it is locked up, all theſe in- 
conveniencies are prevented. Bank money, 1here- 
fore, being the value of the coin locked up, is con- 
ſtantly the ſame: whereas all coin which circulates'is 


—— — — — — — — — a> 


1. liable to variations; conſequently, theſe variations are 
f relative to the coin which circulates, and not to the 
: bank money. The difference between the one and | 
- the other is called agio. | | i | 
e Char. XXXIX. Many have imagined the treaſure | 
5 of the bank of Amſterdam to be immenſe; becauſe | | 
no body can ever take any thing from it, and that it | 
a is conflamly receiving new augmentations: but the | 
it policy of the bank itſelf deftroys this ſuppoſition, and | 
(= ſhews plainly, that the ſum locked up never can ex- 
g ceed what is abſolutely neceſſary for circulating the 
Jy trade of the city. | v4 e 0 
J- Ir is true, no perſon can go to the bank and de- 
Ie mand to have the amount of his written credit paid 
a him 4n coin. But were the written credits to exceed 
g the uſes found for them, the value of ſuch bank mo- 
Ie ney would diminiſh; conſequently, the value of the 
e- circulating coin would increaſe, which is the ſame 
as thing. Now as this would prove a great diſcredit to 
ge the bank, they employ a ſet of caſhiers or brokers to 
e- keep the balance even. Their buſineſs is to buy and 
a- ſell bank credit with current coin, and to theſe the 
th bank gives credit. When there is a demand for 
e. bank credit, the caſhiers ſell it for coin, and both = 
k, parties going to the bank, a new credit is written, or 
be the caſhier's credit is transferred to the buyer. When, 
"AJ on the other hand, coin is demanded for bank credit, 
m the caſhiers pay for it with coin which the bank dends 
| _ Ddz2 them; 
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Boox V. them; and for their repayment, they transfer to the 
we bank the credit they have bought with it. This needs 


a little explanation Suppoſe one to have credit in 
bank for a thouſand gilders, which he wants to ſend 
away in coin. He goes to the caſhier and ſells his 
thouſand gilders of bar.k credit : the bank lends this 
thouſand gilders to the caſhicr, and the man who. ſells 
the: credit ets the coin, and makes a transfer of- the 
credit in favour of the caſhier. But as he owes this 
ſum to the bank, he transfers this credit to the bank 
itſelf, in payment of the thouſand gilders borrowed ; 
and "then the bank may expunge it, if they pleaſe, 


from their books ; becauſe it is due to themſelves. 


Thus although no money can be demanded of the 
bank by one who has credit, they can give the mo- 
ney to a third party who does it for them. 


— 


Parr Ill Of e 


case. [ Feed circulation is carried on by 
bills of exchange. 

When reciprocal debts are contracted by different 
countries, the ereditors in both take payment at home 
for the bills they draw to the order of thoſe who pay; 
and they again indorſe the bills to theit creditors 

abroad. 

In this contract four parties concur: the domeſtic 
and foreign creditors ; the domeſtic and foreign debt- 
ors. This operation can extend no farther than to 
the amount of reciprocal and -qual debts, if there be 
a balance owing upon one fide, this balance muſt be 
paid in value, eicher in money or merchand ze. Now 
as a debt is much eaſier diſcharged by compenſation 
than by payment, merchants endeavour to profit of 
this compenſation ; but as every one endeavours a- 
like when there is a balance on one fide, it operates 
upon the whole of the exchange, and every one muſt 
bear his ſhare of the expence of paying it. 

If London ſhould owe a balance to the world, her 
compenſating all that the world owes to her, every 

Fo 4 London- 
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London-debtor to the world will wiſh to competifate'z 
conſequently, he will look out for one who is credi- 


Cuar' 
XIII. 


tor to the world: but this ſearch betrays the ſeoret, 


and ſhews that he is the demander; upon which the 


other avails himſelf of his ſituation, and refuſes to 
compenſate without profit. Hence the ſecrecy ſaid to 


be requiſite in this branch of trade. It is requiſite to 


the trader only, whoſe intereſt is concerned; becauſe 
whatever one ſet of merchants in a place wiſh to con- 


ceal, another ſet have conſtantly an intereſt to di- 


vulge. The intereſt of the ſtate conſiſts in preſerving 
an equality of profit and loſs among them all; and in 


facilitating to them the paying and receiving the ba- 
lances due upon the total all their tranſactions. 
The loſs of the nation is upon the balance due by the 


country; the expence of paying the balance, which is 


the price of exchange. is only a relative loſs to ſome 
of her ſubjecis, and a relative gain to others. 
The attention, therefore, of a ſtateſman in what 
regards exchange, is, 1m, To take care that the 
true par between the value of the national money and 
the money of other nations, (hall be as much as poth- 
ble proportional to the quantity of metal contained 
in each. | $0) 
240, To remove domeſtic inconveniencies in paying 


with the metals, or national coin, every unavoidable 


balance. | 5 
310, To hinder the expence of acquitting a ſmall 
balance from occaſioning a lois on the compenſation 
of reciprocal debts. 
And, 40, When he finds an inconvenience in al- 


lowing the metals or coin to go our of the country, 


he muſt aſſiſt in having the balance paid in the way 
of credit. . 

Cu Ar. II. The beſt method for determining exact. 
ly the true and intrinſic value of the metals, coin, or 
money, in which the balance due to or from a foreign 
nation, is to be paid, is to compare the reſpective va- 
lue of fine bullion with the reſpective denominations 
of the coin in the two places exchanging ; and to ſtate 
the difference only, as the price paid tor the exchange. 

D d 3 | To 
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Book V. d racticable, If 
x V. To render this more ptacticable, a propoſal for ren - 


3 


dering all miat- eigne more determinate i is ſet. forth, 


ina note. 
Cnap. III. When upon the whole of a nation's 


trade with the reſt of the world, a'balance is due, it 


muſt be paid, either in intrinſic value, which totally 
diſcharges it, or by giving ſecurity for it, and paying 
intereſt until the charge can be obtained. We conſi- 
der in this chapter the methods of diſcharging it. 

- A. ſtateſman is the beſt judge when his 
ought to pay with bullion, and when with credit. It 
he approves of their paying with bullion, that is with 
gold and ſilver, he ſhould render the exportation of 
the metals as eaſy as. poſſible. If a duty be laid upon 
coinage, he need not be afraid that any one will tend 
off the coin, as long as bullion can be found; and 
when this runs ſhort, if he does not chooſe that his 
coin ſhould go out, he muſt lend his aſſiſtance in pay- 
ing with credit. If he finds it againſt his intereſt; ei- 
ther to pay in one way or in the other, he muſt put a 
ſtop to the trade-which creates the balance : for while 
ſuch trade is permitted, he will find it beyond his 
power to prevent the payment of that balance in the 
moſt hurtful way poſſible to his country. 

I here obſerve, that in countries unacquainted with 
trade, and in others where the whole external com- 
merce is carried on by ſtrangers, a good expedient for 
cutting off ſuch hurtful branches of traffic is to lay all 
the reſtraints poſſible on the exportation of the metals, 
in order to promote the exportation of what the coun- 
try can offer in return. But when trade and induſtry 
are eſtabliſhed, theſe reſtrictions ceaſe to be uſeful; 
becauſe merchants then find a profit upon exporting 
domeſtic productions. which they never can 1 — 
on exporting an intrinſic value. 

A ſtateſman, therefore, ſnould conduct his opers: 
tions according to the ſituation of his country. If fo- 
reign trade be unprofitable, cut it off as much as poſ- 
ſible, and lay every reſtraint upon the exportation of 
coin. If it be profitable, lay no reſtrictions on payments; 


| becauſe you are ſure you will Lowe upon the whole. 
And 
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And if, in any particular caſe; yon incline to keep Canary 
your coin at home, mortgage your country and pay XII 


with your credit. | Ls 
If, when you are obliged to check foreign trade, 
and lay prohibitions on the exportation of coin, ex- 
change is found to riſe to a great height againſt you, 
yet will this exchange produce no national ſoſs: it will 
be paid within the country by thoſe who conſume fo- 
reign commodities, to thoſe who are at the trouble 
and expence of tranſacting the balance. 3 
Cu Ar. IV. Here I demonſtrate what before I 


in a manner taken for granted, viz. that the price « 
exchange is neither a national loſs, or g national gain; 


but whether it be fayourable or unfavourable, it pro- 
duces. an inſtability in the profits upon trade, and 
ſhould therefore be kept at par hy all poſſible me; 
thods, I alſo ſhew how exchange is favou-able to ex- 
ortation, when the balance is againſt a country, an 
ow the exchange is unfavourable in that reſpecd i 

proportion as the balance is for that country; and as 
whatever exchange is gained by exporters is loſt by 
importers, and vice uetſa, ſome have concluded, that 
an unfayourable balance does of itſelf deſtroy its own 
pernicious: effects, and ſets. the balance even. I en, 
deavour to diſprove this propoſition, by ſhewing how 
the importers are. indemnified, as to their Joſs by the 
exchange, from the additional price they get for their 
foreign commodities at home; whereas the exparters 
cannot raiſe their prices abroad; becauſe foreign con 
petition will not permit them. So that in one caſe 
the wrong balance hurts the rich coaſumer at haine, 
who. can bear the loſs; and in the other, the right 
balance hurts the poor manufacturer, who cannot. 
Hence I conclude, that it is greatly for the intereſt of 
a trading ſtate to keep exchange, at all times, as nears 
ly at par as poſlible. | Po * 
That this is a practicable ſcheme, I prove by a 
matter of fact, and by an experiment made in France 
by a late miniſter; where, upon a certain occaſion, 
the exchange having riſen to a great height againſt 
France, he immediately brought it to par, by order- 
D d 4 ing 
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Boox V. ing bills upon Holland to be furniſhed at that rate, to 
ſchoſe who ſhould demand them; and by taking upon 


himſelf the expence of ſending the money paid for ſuch 
bills, to the place upon which they were drawn. 

[ obſerve, however, that ſuch operations can only 
be recommended to ſtateſmen who preſide over the 
intereſts of flouriſhing trading nations; becauſe 
in proportion as they are benefited by facilitating 
the payment of the caſual balances due by them from 
time to time, in fo far is a prodigal nation hurt, by 
_ facilitating the diſſipation of their property, and by con- 
triving a ready method of transferring it to foreigners. 

Cup. V. When a nation owes a balance, Fn all 
the payments they have been able to make, either in 
coin, bullion, bills, or merchandize, it is evident, that 
what remains can only be fatisfied by obtaining credit 
for it, at the expence of mortgaging the country and 

paying intereſt for the remaining balance. When this, 
owever, happens to be the caſe, it involves the nati- 


on-debtor in a multitude of expenſive operations con- 


© + ©h 


balance due by the country he governs ; and that the 
expence incurred by this operation ſhould be defray- 
ed by the public, whereby every individual within the 
ſtate will contribute his ſhare towards maintaining an 
uniformity in the profits upon trade, and ſupporting 
the ſtability of commerce, from the regularity of the 
courſe of exchange at all times. This operation re- 
ſembles very much another of which we have already 
fpoken in treating of banks of circulation upon mort- 
gage. There we recommended the payment of foreign 
balances as a proper branch of bank adminiſtration : 
here we recommend it to a ſtateſman to interpoſe vo- 
luntarily between his ſubjects and their foreign credi- 
tors. This is the beſt method of ſupporting commerce, 
when it happens accidentally to fall under the diſcou- 
ragement of an unfavourable balance. | 

* | CHAP. 
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Parr IV. O Public Credit. 


CAP. I. HE credit of a ſtate reſembles, in 


| moſt things, that of an individual: 
they differ however in this, that when a private man 
contracts a debt, he himſelf is aniwerable for it. 
When a ſtate contracts a debt, thoſe who contract the 
obligation in the name of the ſtate are not reſponſible 
for it. Hence it happens, that private people are 


commonly more anxious about paying their debts 


than ſtateſmen are who adminiſter for the public. 
Another difference is, that public debts do not fo 
much affect the proſperity of a ſtate as private debts 
do that of the debror. The intereſt of a private 
debtor is fimple and uncompounded ; that of a ſtate 
is ſo complex, that the debts they owe, when due 10 
citizens, are, on the whole, rather advantageous than 
burdenſome. : they produce a new branch of circu- 
lation among individuals, but take nothing from the 
general patrimony. 1 Feen 


In deducing the principles of public credit, we muſt | 


ſuppoſe it the eſtabliſhed maxim in the ſtate to adhere 
to the faith of their engagements; and that a per- 
manent fund is appropriated for the payment of the 
intereſt of all the money borrowed ? a liberty muſt 
be ſuppoſed, at the ſame time, to redeem the obli- 
— by adequate payment; and alſo an eaſy trans- 
er of the capital from hand to hand, to indemnify 
every creditor for the loſs of his capital, which is not 
demandable from the ſtate, as the caſe commonly 
is in privare ſecurities. 5 


The conſequence of the ſwelling of public debts, 


is, to occaſion a proportional augmentation of con- 
tributions out of private property. The conſequence 
of this again, is, to produce a vibration in the ba- 
lance of domeſtie wealth. This creates a monied in- 


tereſt, which ſwells in proportion as public debts in- 


creaſe; and which may ſwell to fo great a height as 
to transfer the income of a whole nation from the 
nominal proprietors to the public creditors, 

A ſtateſman 
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4 ſtateſman, therefore, onght carefully to attend 


to. the ſpirit of the nation he governs, before he gives 
Way to a regular and ſyſtematical augmentation of 
public debts. In monarchies, the proprietors of lands 
may bear for a while the temporary diminutions of 
their annual income, though they will nat eaſily be 
made to ſubicribe to a plan which evidently — to 
deprive them of all they have, and to transfer their 
power and property to a ſet of men whom they have 
always coaſidered as their inſeriors. 

In monarchies, therefore, a great increaſe of pub- 
lic debts will more probably bring on a national bank- 
ruptcy, than in governments which participate of the 
_ republican form. * 

The conlequences, therefore, of the ſwelling of 
public debts may be, either, in, To diſturb the 
tranquility of the ſtate, by an attempt to transfer the 
property of it from the real poſſoſlors to a new created 
monied intereſt ; or, i 


» p 


2do, If a ſyſtematical plan of. borrowing upon ſo- * 


lid ſecurity be not laid down, it may mechanically 
draw on a general bankruptcy ; or, 

311, If Jebts be allowed to (ſwell beyond due 
bounds, ſo as to hurt the intereſt of the great body 
of the proprietors, the ſtate may be engaged to adopt 
the fatal expedient of a ſpunge: or, 7 
4̃410, If the ſpirit of the people prove compatible 
with the ſyſtem of borrowing, and ſupporting public 
credit to the utmoſt extent, then the whole income 
of the nation will remain in perpetual fluctuation, paſ- 
ling from one ſet of creditors to another, the ſtat; ſman 
ſtill retaining the adminiſtration of it for. their uſe: 
or, | | 311 J #71 
810, If the debts contracted become the property 
of foreigners, theſe will either temove into the coun- 
try where their funds are, or the income of the whole 
will be converted into a foreign tribute. 

Cu Ar. II. While public expence was defrayed from 
treaſures, public credit was a thing unknown : while 
ſupplied from rapine and extortion, it never could 
exiſt, During the ſimplicity of ancient el 

| when 
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when there was neither induſtry nor circulation, ore - Cu ar. F 
dit was unneceſſary : the coin was more than ſuffi- XIII. 


cient to ſerve every purpoſe of alienation. | 
When trade and indultry began to make a progreſs 
in Europe, in the Hans towns, and in the republics. 
of Genoa and Venice, the conſequences of their cre- 
dit were ſoon felt by Princes, who aukwardly began 
to imitate their example; fi;ſt, by borcowing money 
upon mortgages of their lands and principalities; 
and afterwards, by impoſing taxes and ſelling them 
for what they could get to a moſt rapacious ſet o 
men, the tax-gatherers. . This ſpread oppreſſion, and 
this again ſoon. brought the Prince to poverty. 
Taxes, however, once eſtalbiſned in this violent 
method, and upon urgent occaſions came, in time, to 
be improved, and formed a large fund, which now 
ſerves as a ſolid baſis for public credit. . 
Cu. IL While taxes were only appropriated for 
a time, for the repayment. of the debts contracted 
by a'ſtate, the attention both of the ſtate and of the 
lenders was totally fixed upon the diſcharge of the 
capitals ; but in proportion as money increaſed, in 
conſequence: of the whole ſyſtem of modern political 
oeconomy, the lenders formed to themſelves a new 
point of view, viz. the acquiſition of a permanent 
intereſt ariſing from a transferable capital. 
In order to make this change of policy from bor. 
rowing with an intention to repay the capital, to 
borrowing) with an intentioꝶ to pay a perpetual in- 
tereſt, the more ſenſible, I have traced in this chapter 
the progreſs of the firſt, by a review of the plan of 
public credit in England until the end of the.laſt cen- 
rury, 65 5 . B 
5 Here 1. analize briefly the ſentiments of Dr. Da- 
venant, and compare them with thoſe. eſtabliſhed in 
our days, when the latter policy has taken place; 
and upon the whole I determine, that the difference 
in the ſyſtem of public credit then and at preſent, 
has proceeded principally from the differegce in the 
ſtate of circulation, and from the r now fallen 
upon for increaſing the quantity of money, in propor- 
tion to the uſes found for it. CHAP. 
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Cu Ap. IV. I then compare the ſtate of public cre- 
dit in France, during the adminiſtration of Cardinal 
de Richlieu, with that of England after the revo- 
Jurion. Here I endeavour to point out the influence 
which the different forms of government have upon 
the ſtability of public credit, both in contracting and 
in paying off public debts. | 

In France, the power of the Prince furniſhes many 
expedients for paying off capitals, which had been 
borrowed at an exorbitant intereſt 1n times of public 
diſtreſs. | 

In England, the limited power of the crown, and 


the reſponſibility of miniſters for their exerciſe of it, 


is a great ſecurity to thoſe who lend money to the 
ſtate; and conſequently, proves a very great advan- 
tage in contracting debts upon reaſonable terms. 
The longer the two ſtates ſubſiſt, the greater will 
the advantage be found in favour of that which ad- 
heres the moſt ſtrictly to the faith of its public en- 
gagements. is 


| When the credit of France and England ate com- 


pared together, the difference between them is moſt 
remarkable. The ſtrict adherence to the faith of 
public engagements has eſtabliſhed, in England, ſo 
nice and ſcrupulous a credit, that the ſmalleſt de- 
viation from its principles may prove fatal to the 
whole ſyſtem. The credit of Fenn, on the other 
hand, has been accuſtomed to a rougher uſage; and 
the frequent acts of power, to the prejudice of cre- 
ditors, rather occaſion% temporary damp than a total 
deſtruction of their &edit for the future. Such acts 
of power, however, in critical circumſtances, prove 


extremely hurtful ; and the advantage of a well eſta- 


bliſhed credit will, in all probability, either open the 


eyes of that nation to their own intereſt, or bring 


calamities upon them, which-now appear little to be 
feared, in their preſent ſituation. 

Cu ap. V. This chapter contains a ſhort ſketch of 
the plan of public credit, as carried on in Great- 
Britain, from the end of the laſt century, to the con- 


cluſion of the peace in 1763. I here enumerate the 


principal 
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land to turn into money the diſcredited bills and 
rallies of the exchequer. I have pointed out the 
principle which circumſcribes this power in the bank 


within certain limits. I have traced the progreſs and 
fluctuations of the intereſt of money; which have 


conſtantly been in proportion to the demand for bor- 
rowing or lending in the market at the time. I have. 


mentioned the riſe of the fioking fund, and the uſe 
which has been made of it. I have endeavoured to 


Explain the methods of borrowing by premium, and 


have pointed out the inconventence attending that 
plan, as long as the principal view of diminiſhing a 


nation's debt is confined to expedients for lowering 
the intereſt of the capital. I have given a progreſſive 
ſtate of the augmentation of the debts of Greats. 


Britain at the end of every war; to which I have 


ſubjoined a ſhort ſtate of the nation at the laſt 


peace. | 


I conclude my chapter, by aſſigning reaſons for the 


preſent low ſtate of public credit in Great Britain; 
which has been principally owing to the large ſums of 
borrowed money inveſted in the funds before the 
peace, upon the * yo of a ſudden riſe in their 
price, on the return of public tranquility. This riſe 
would, undoubtedly, have happened, had it not been 
obſtructed by the neceſſity which the nominal ſtock- 
holders were put to, of bringing their funds to mar- 
ket, in order to anſwer the demands. of thoſe from 
whom they had borrowed, what they had inveſted in 
ſtock : and until this, operation be compleated. that 
is, until the funds of Great Britain become veſted in 
the real proprietors of them, the flare of public cre-. 
dit will conſtantly be undeterm:::ed. 


© © 


Crap. VI Having given a ſhort ſketch, of the pre- 


fent ſtate of public credit in England, I endeavour, 
in this chapter, to extract, from the beſt private au- 
thorities to which |} could, 4ayeaccils,.a parallel view 
of the affairs of France, do kar as'/rc!ates to its reve- 


nues, taxes, and debt, at me pace 1704. | 14! 
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principal operations, calculated for enlarging the fund Ce. 
of Britiſh circulation, by engaging the bank. of Eng- XIII. 


414 An INQUIRY ro vu PRINCIPLES 
Boox V. By the revenue of France, I here underſtand, not 
c only what comes clear and nett into the King's coffers, 


but alſo what is farther levied upon his people. The 
rallel therefore will not hold between the revenue 


of France and that of England, as repreſented in the 


preceding chapter, without attending to this difference. 
The nett revenue of England charged with all its 


debts and expence of government, we have ſaid to 


amount to 10,21 3,000]. The groſs revenue of France, 
on the other hand, appears to amount to 24, 740, 8 34/. 


But if from this be deducted that part which ne- 


ver enters the royal treaſure, and which is expended 
in levying the revenue, and in appropriations for parti- 
cular perpetual expences to the amount of 6,815,111]. 
ſterling, there will remain of net income, paid into 
the King's coffers, and charged with all the debts and 
expence of government, only 19,925,723 7. ſterling. 
If from this ſum we deduct the total amount of the 
nett revenue of Great Britain, (10,21 3,000 J. ſterling) 
the remaining ſum of 7,712,723 l. ſterling, will ſhew 
the exceſs of the French revenue above that of Eng- 
land. 
The foregoing ſum of 17,9256, 23 J. ſterling, ariſes 
from the following branches : 

Imo, Thoſe which compoſe the King's ordinary re- 
venue; which, at the peace 1963, amounted to 
12,540,666 J. ſterling, burdened with the payment of 
2,022,222 J ſterling of intereſt of the debts charged 
upon it. 

249, The extraordinary taxes eſtabliſhed for a li- 
mited time, after the peace of Aix-!a-Chapelle. 
Theſe amount to 2, 326, 133 f. and are totally appro- 
priated for the payment of capitals, and intereſt upon 
them, incurred during the late wars, according to the 
principles of public credit in practice in England, 
during the reign of K. William and Q Anne: and fo 
ſoon as this fund has cleared the charges upon it, it is 
to ceaſe, being no permanent branch of revenue. 

3tio, The extraordinary revenue raiſed on account 
of the laſt war. This amounts to 2,052,922 J. ſter- 
ling, and conſiſts of the ſecond and third rwentieth 


penny, 
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penny, gtanted for a very limited time, and ap- Cn 
propriltted, as the former branch, for diſcharging the XIII 
debts lately contradted. The ſum of theſe three 


branches made the total of the 17,923,723 J. paid in 
to the King's treaſury, aud burdened with all the 
public debts. | SEG, 
If we therefore ſuppoſe the two laſt branches of 
French revenue to be continued until all the debts 
charged upon them are paid, then we ſhall find the 
ſtate of that Kingdom reduced to the King's ordinar 
revenue of 12,546,666 J.; from which however mu 
be deducted at leaſt one half of the capitation. This 
half amounts to 1, 182, 222 J. ſterling, and is fo bur- 
denſome, that its continuance will be impoſlible. 
The revenue therefore will be reduced to 11,364,444/. 
ſterling, charged with 2,022,454 J. ſterling, intereſt 
of debts; of which indeed 411,111 J. are annuities 
upon lives, and muſt therefore be extinguiſhed in 
time. | 
According to this view, the revenue of France will 
be 11,364,444 J. ſterling, charged with the annual 
payment of 2,022,222 J. intereſt of debts : and the 
revenue of Great Britain is 10,21 3,000 J. charged with 
the annual ſum of 4,860,000 J. intereſt of debts. 
What remains free for France is 9, 342, 222 J. ſter- 
ling; and for England, 5, 353, 000 J. | 
ut of this free revenue of France muſt be de- 
ducted the permanent articles of expence charged 
upon the ordinary revenue, excluſive of the intereſt 
of debis already deducted. Theſe articles amount 
to the ſum of 8, 468,889 /. which being deducted 
from 9,342,222 J. leaves a free balance of no more 
than 873,333 J. | | 
On the other hand, if we ſuppoſe the nett amount 
of the revenue of Great Britain, after paying the in- 
tereſt of its debts, to be, as above, 5,355,000] , 
and if the expence of the current ſervice of the 
year, including the civil liſt, be ſuppoſed to amount 
to 4,800,0007. ſterling, as it nearly did, before the 
| commence- 


' 
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3 


Boox V. commencement of laſt war, there will remain of free 
*— balance 553,000 J. proc 
From all which we may conclude, that, abſtract- 
ing from extraordinary ſupplies for extraordinary 
exigencies, the revenue of both nations is pretty 
nearly in proportion to their current expence ; and, 
therefore, their reſpective powers, when engaged in 
war, will be in proportion to their credit at the time. 

Cray. VII. In comparing the credit of the two 
nations, two things enter into conſideration. Firſt, 
the confidence of the world, in the ſolidity of their 
reſpective public faith. This I take to be totally in 
favour of the Britiſh nation. The ſecond is, the ſo- 

lidity and extent of the funds, which are to be pro- 
vided in ſecurity of the ſums to be borrowed upon 
future emergencies. Theſe reſources, in France, we 
have ſeen to conſiſt in their dixiemes, vingtiemes, 
double capitation, and extraordinary impoſitions upon 
the clergy, and other bodies politic; taxes ſo burden- 
ſome in their nature, and fo contrary to the ſpirit of £ 
the French nation, that it is hardly poſſible they ever { 
can be made ſo permanent as to anſwer any other pur- f 
poſe than a ſhort temporary appropriation. k 

T he true reſources of France are confined to thoſe P 
taxes upon conſumption above enumerated, which 
do not enter into the ordinary revenue, and which 
are now impoſed and appropriated only for a time. 
When theſe taxes become free, they may no doubt be 
rendered perpetual, and appropriated for a future 

fund of credit. 

On the ſide of Great Britain, the caſe is different. 
The greateſt part of her revenue is already perpetual ; 
and the only two branches of annual grants, the land- 
tax and malt-duty, are not ſo exceſſively burdenſome, 
nor fo repugnant to the genius of the people, as to 

render the raiſing of them at all precatious. And 
were this nation once to adopt the ſyſtem of raiſing 


2 But if the current annual expence ſhould not exceed 
3,600,000/. or 4,400,000, including the civil lift, which is 
nearly the preſent eſtimate, we may then add 4c, oo. to the 
free balance, and ſtate it at 950,000). in round numbers. 

| money, 
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money, in time of peace, ſufficient to defray the Cn a 5 
charges of government, the ſinking fund would prove XIII. — 


A reſource for the future, far above any thing that 

France can boaſt of. | 10 
. Crap, VIII. Having by this ſhort ſketch of the 

Rate of credit in Great Britain and France, prepared 


a ſort of canvaſs for our farther reaſoning, 1 proceed 


to apply principles to ſome combinations, which 
might_be formed concerning the conſequences of an 
overſtretched credit. 3 

In proportion as credit is uſed. for borrowjng money 
to be ſent abroad, either a ſupply of curgency mult 
be provided for filling up the void, or alienation, trade, 
induſtry, &e. muſt ſuffer a check. 

Ad even if money ſhould be borrowed to be ſpent 
at home, an additional quantity of it muſt be added 
to circulation ; becauſe this new expence of the ſtate 
will require it. wal 

Every fund of property may be converted into mo- 
ney, with the aſſiſtance of credit, providing the 
ſtateſman lends his hand to the operation ; and the 
fundamental principle for ſupporting credit of all 
kinds, is, to provide every one with money who has 
property to pledge for it. 5 | 

When money 1s borrowed by a ſtate, to be ſpent 
abroad, the loan muſt either be made in coin, or in 
paper. If in the firſt, it is exported; becauſe coin is 
the money of the world : if in paper, it muſt either 
be converted into coin, and exported, or it muſt be 
remitted by bills, /drawn upon countries, debtors to 
England, for example; or, in the laſt place, it muſt 
be paid in the way of credit, by conſtituting England 
debtor to the Continent for it. When it is paid by 
bills drawn upon countries, debtors to England, then 
the conſequence of ſuch a loan 1s to convert the ba- 
lance of trade into a capital in the public funds. 

In whatever way money is borrowed. by a ſtate, 
whether from natives, or foreigners, the conſequences 
are the ſame. The operation of a favourable balance 
of trade will transfer what is owing to foreigners in 

Vor. III. E e favour 
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Box V. favour of natives; and a wrong balance of trade will 
transfer the property of natives to foreigners. 


If no check be put to the augmentation of public 
debts, if they be allowed conſtantly to accumulate, 
and if the ſpirit of a nation can patiently ſubmit to 
the natural conſequences of ſuch a plan, it muſt end 
in this, that all property, that is income, will be fwal- 
lowed up by taxes; and theſe will be transferred to 
the creditors, the ſtate retaining the adminiſtration of 
the revenue. | | 

The tate, in that cafe, will always conſider thoſe 
who enjoy the national income as the body of proprie- 
tors. This income will continue the ſame, and the real 
Proprietors will pay the taxes impoſed ; which may be 
mortgaged again to a new ſet of men, who will re- 
tain the denomination of creditors ; until by ſwal- 
lowing up the former, they ſlip into their places, and 
become the body of proprietors in their turn, and 
thus perpetuate the circle. 

Chap IX. But as a thouſand accidents may put an 
end to public credit, before ſuch intricate revolutions 
can be accompliſhed, the conſequence muſt be 3 
bankruptcy. This may either happen by a delibe- 
rate act of government, or from the natural conſe- 
quences proceeding from an over-ftretched credit. 

I here endeavour to ſhew, that it is impaſſible to 
form a ſuppoſition of circumſtances, in which a de- 
liberate act of bankruptcy can be a prudent meaſure, 
The only end that could be propoſed to he atrained 
thereby, would be, to relieve thoſe who are opprefled 
by taxes. But a ſudden abofnjon of taxes would have 
the effect of ruining the landed intereſt, as well as 
the manutaQturing claſſes. Sudden revolutions are 
conſtantly pernicious; and no revolution can be fo 
ſudden as that of a bankruptcy. If ſuch a revolu- 
tion ſhould happen, from circumſtances which can 
neither be foreſeen or prevented, the beſt expedient 
would ſtill be, to adhere, as much as poſſible, to the 
faith of public engagements ; becauſe no expedient 
would be ſo productive of good conſequences, in ſuch 
a calamitous ſituation, pes, 

While 
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While the debts of a nation are due to its cabjedts, 
and while there remains any balance due in favour of 
the nation, no increaſe of debts can neceſſarily bring 
on a bankruptcy. It is a contradiction to tuppole that 


4 
A 
— 


a nation can become bankrupt to itſelf, But when, 


on the general ſtate of payments between a nation and 
the world, there is found an annual balance due, 
which cannot be compenſated either in the Way of 
payment or in the way of credit, then indeed a bevy 
ruptcy becomes unavoidable, | 

From this reaſoning we may conclude, that the me · 
thod of determining the exact extent of public ere- 
dit, is to keep a watchful eye upon the increaſe of 
debts due to foreigners, and to compare theſe with 
the favourable balance upon the trade of the nation. 
When thoſe debts and this balance begin to draw near 
to an equality, if part of the capital of the public debts 


be not immediately paid off, by an augmentation upon 


ublic contributions, -the infallible eee will 
be a ſtate bankruptcy. 

Cuær. X. The firſt requiſite for contracting ublic 
debts, is to eſtablith a fund for fulfilling pub © Swat 
gagements, This procures the confidence of — 
lender. The next is, to eſtabliſn an extenſive plan of 
credit at home, which may be ſufticieut at all times 8 
keep circulation full. 

When, from the effects of 8 too great 
ſums are, from time to time, drawn out of circu- 
lation, the void muſt ſpeedily be filled up. If this 
be neglected, taxes will not be paid, as has been of- 
ten obier ved: beſides, if money be allowed to be- 
come too ſcarce, in proportion to the demand for it, 


intereſt will riſe, and borrowing will become propor- 


tionally more burdenſome to the ſtate in general. 

Foreign expence frequently drains the fund of cir- 
culation at home : hence a multitude of inconve- 
niencies ariſe. To prevent theſe, | ſuggeſt a new 
ſcheme of borrowing. by opening ſubicriptions in 
foreign countries where the intereſt is annually to be 
paid. This being to be remitted by the country bor- 


roving a ſtateſman we with the greater eaie, ob- 
e 2 


viate 
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Bovx V. Mate the inconveniencies which might ariſe to circu- 
A lition from ſuch remittances. $4517 <0 Ban 


In this chapter, 1 endeavour to prove by new ar- 
guments and illuſtrations, that national diſtreſs is 
more owing to a ſcanty circulation, than to circum» 
ſcribed property; and a ſtateſman who neglects to 
employ every method for keeping up the circulating 
equivalent within the tate he governs, to the full 
proportion of all the uſes found for it, fails in the 
molt eſſential requiſite for promoting the proſperity of 
his people, and the eſtabliſhment of his own credit. 
Having pointed out the methods of contracting 
Uebts, I proceed to the method of paying them. This 
may be accompliſhed in fix different ways, by the 
help of a finking fund; which, | 
Imo, May be applied annually, to the diſcharge of 
Certain capitals, at the option of the ſtate. Or, 
Ado, According to a certain rule, to determine the 
tio, By appropriating the fund, for the payment 
of a proportional part of the whole outſtanding ca- 
Pital. Or, - = 
470, By reducing the intereſt of the capitals. Or, 
800, By converting the whole: of the capitals into 
determinate annuities, proportionate to the extent of 
the ſinking fund. Or, Ar 82 
: * Gro, By the means of lotteries, where the ſtate 
may gain what gameſters are willing to loſe. 
l point out the advantages and inconveniencies 
of every plan. The firſt tive expedients are too 
plain to require a recapitulation. The ſixth amounts 
briefly to a ſuppoſition, that the intereſt of the public 
debts is brought, by a proper chain of adminiſtra- 
tion, to a lower rate than in any other part of Europe. 
In this ſituation, accidental circumſtances will occaſion 
(as at preſent) fluctuations in the price of the ſtocks. 
"When they fall below par, let government open ſub- 
ſcriptions for lotteries, to be paid in ſtock at the mar- 
ket price. Subſcriptions alſo might be opened, and 
the old capitals might be received at the market price, 


-and conſtituted a-new at the current intereſt with 2 
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ſmall premium above the rate at the time. By ſuch CN 
means, the ſum of the old capitals would be reduced, X 


and a ſmall benefit would accrue- to the ſubſcribers. 
Then, upon the riſe of the ſtocks, the intereſt on 
theſe ſubſcriptions might be reduced again; from 
which a double benefit would reſult; the price of 
ſtocks would be ſupported on one hand, and the ca- 
_ of the public debts would be reduced on the 
0 8 44 of ons RD 
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Recapitulation of the Fifth Book. 
Of Taxes. | Tg 


InTroD, AVING already explained the effect 
| of taxes upon domeſtic circulation; 
it now remains to inveſtigate the principles by which, 
they are to be impoſed on their proper objects. 
Cu. I. I divide taxes into proportional, which 
affect conſumption, or, more properly, what may be 
called expence ; cumulative, which affect property; 
and perſonal, which conſiſt in perſonal ſervice. Theſe 
I explain by giving examples of each. 1 
Cu Ar. II. Proportional taxes may be ſo impoſed as 
to affect almoſt every expence of living; and as all 
expence ſhould ariſe from income, not from ſtock, 
the firſt principle of taxation, is, to confine all im- 
poſitions to income only: whatever affects. a capital is 
N and unjuſt; But as in all expence there is 
alienation, although in all alienation expence is not im- 
plied, the beſt method to avoid the miſtake of taxing 


ſtock inſtead of income, is, to impole the tax in ſuch 


a manner as to affect the conſumers only; in which 


caſe, whoever buys to ſell again will draw the tax 


completely back. | 1 
Cup. III. In this chapter, I fully explain the ope- 
ration of drawing back proportional taxes. 


Fark > When 
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When the commodities charged with ſuch taxes 


are either not conſumed by purchaſers, or by the in- 


duſtrious claſſes, they are conftantly drawn back, 
except ſo far as the conſumption made by the latter 
is an article of ſuperfluity. | 
Hence | conclude, that the price of Jabour is raiſed 
by proportional taxes, in proportion to induſtry only, 
though the price of the commodity taxed be raiſed in 
proportion to the tax. Conſequently, the more taxes 
are found to increaſe the price of labour, the more 
we may conclude in favour of the induſtry of the ma- 
nufacturing claſſes : and the more they bring into the 
exchequer, the more we may conclude in favour of 
the eaſe and opulence of thoſe who conſume the ob- 
jets of ſuch taxes. 
CAT. IV. The proper object of cumulative taxes, 
is the large poſſeſſions of the higher claſſes of a peo- 
ple, which can bear a diminution in favour of- the 
fate, without danger of encroaching upon their ne- 
ceſſary or eaſy ſubſiſtence. It is not ſo when they 
are laid upon the lower claſſes; becauſe theſe are 
either compoſed of the induſtrious, or of beggars. 
The firſt ſhould be enabled to draw back from the 
rich, what they advance for the public ſervice. The 
latter have nothing to give; to tax them is but adding 
— their miſery, without relieving the wants of the 
ate. & 
The great advantages of proportional taxes over 
the cumulative, may be reduced to three. 
Imo, The proportion between the tax and the ob- 
ject taxed is determinate. 8 
2do, The proportion may be known to every body. 
3tio, The time of paying the tax is regular and 
gradual, becauſe in paying for the commodity you 
pay for the tax, and your liberty in buying ſuch com- 
modities is unreſtrained : conſequently, the expence 
is ſuppoſed to be in proportion to what your income 
can afford, Whereas in the cumulative taxes, it is, 
firſt, hardly poſſible to preſerve the proportion be- 
tween the tax and the eaſe of a perſon's circumſtances. 
In the ſecond place, it is impoſſible for the ſtate to 
aſcertain 
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aſcertain exactly that proportion. And in the laſt 
place, the demand for the tax is made at a time when 
Fe are often unprepared. | 
Har V. The principal inconveniencies alledged 
againſt proportional taxes, are, 1. That they raiſe 
prices: 2. Diſcourage conſumption : and 3. That ey 
are oppreſſive and expenſive in the collection. Theſe 
inconveniencies are more apparent than real, as will 
appear from what follows, | | 
Imo, A proportional tax, rightly impoſed, and pro- 
perly levied, will undoubtedly raiſe the price of the 
objects taxed; but it will only conſequentially raiſe 
the price of the labour of the induſtrious man who 
pays it; becauſe he will draw it back in proportion 
ny” to his diligence and frugality. 
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he price of labour is regulated by demand, and is 


influenced only by proportional taxes. 
2do, As to diſcouraging conſumption, if taxes raiſe 


— 


| PR this circumſtance proves the increaſe of con- 


umption; becauſe if conſumption were to diminiſh, 
taxes would not be paid, and prices would fall of 
courſe, even to the detriment of the induſtrious. 
Theſe are always the conſequences of proportional 
taxes, when wrong impoſed. | 

3tio, As to the expence and oppreſſion in levying 
them, theſe inconveniencies are, in a great meaſure, 
in proportion to the diſpoſition of the people to de- 
fraud the public : for when they are fairly paid and 
honeſtly collected, proportional taxes are little more 
expenſive, and infinitely leſs oppreſſive than any 
other. I conclude my-chapter by ſome 1 


drawn from the practice of different countries, hic 


point out a method of avoiding both the oppreſſion 
and the expence of levying proportional taxes. 

Cu A. VI. All taxes are paid out of the circulating 
money of a country; and conſequently, they cannot 


exceed a certain proportion of that ſum, It is not, 
therefore, from the value of the property, or the 


quantity of conſumption, that any one can form a 


gueſs of the [probable amount of taxes, ſo much as 


E e 4 6 from 
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Boox V. from the eaſy and expeditious circulation, which fa- 
cdllitates alienation and ſale. 


Were taxes, indeed, paid in kind, they might bear 
a proportion to fruits and labour; but then they 
would diminiſh the fund of ſubſiſtence: whereas they 
now draw a ſhare of that quantity of money which 
circulates through the hands of every individual. 

The great difference between cumulative and pro- 
portional taxes, conſiſts in this. That in the firſt, he 
who pays them cannot draw them back in proporti- 
on to his induſtry ; in the Jaſt, he may: but ſo far as 
any one of an induſtrious claſs proves idle or extrava- 
gant, exery proportional tax will affect his daily pro- 
fits, as every cumulative tax will affect the income of 
a fund already acquired. This deduction of princi- 
ples is of great uſe in impoſing taxes; becauſe it 
points out the method of giving to many cumulative 
taxes uſually impoſed on the lower claſſes, all the ad- 


vantages of thoſe of the proportional kind, 
Cyap, VII. Taxes ought to be impoſed for the 


benefit of the public, not of private people: and 
while that object is fulfilled, taxes are beneficial in e- 
very reſpect. When they are properly levied, they 


only abridge unneceſſary private expence : when they 


are properly applied by the ſtate, they advance im- 
provement every where; and thoſe who have fortunes 


already acquired, will be brought to contribute to the 


eaſe of the lower claſſes. 

Thus by the help of cumulative and proportional 
taxes, rightly impoſed, and rightly expended, circu- 
lation is greatly increaſed ; induſtry is advanced; the 
public good is augmented, not diminiſhed; and the 
burden of payments becomes ſo equally proportioned, 
as not to be felt in any degree ſufficient to overbalance 
the advantages reſulting from the general ſyſtem. _ 

Cu ar. VIII. Having ſaid that cumulative taxes 
affect the income of funds already acquired, I obſerve, 
that this income proceeds from moveable or immove- 
able property. The firſt of which will conſtantly a- 
void the graſp of every ſtateſman who attempts to lay 
a tax-upon it. Cumulative taxes, therefore, if car- 
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ried to their utmoſt extent, may abſorb the whole in- Crar. 
ag = 
the ſuperfluity of thoſe who conſume the objects of 


come of immoveable property; but of that only. 
Proportional taxes, again, have been faid to 


them; conſequently, if every thing which is conſum- 
ed were firſt to ſuffer an alienation for money, a pro- 
portional tax might be impoſed upon it. 

The method, therefore, of carrying proportional 
taxes to their utmoſt extent, is, to draw to market 
every thing conſumable; and inſenſibly to raiſe the 
tax upon it, ſo high as to abſorb, as much as poſſi- 
ble, the whole ſuperfluity of the conſumers. | 

Taxes being carried to that height, the ſtate will be- 
come proprietors of the hole income of the immove- 
able funds, and the induſtrious claſſes alone will aug- 
ment their wealth, in proportion to their frugality. 

From this general principle it appears, that for the 
eſtabliſhment of proportional taxes, conſumption 1s re- 


quiſite, together with alienation ; conſequently, where 
alienation takes place without conſumption, as in the 


ſale of lands, and other immoveable ſubjets, a pro- 
portional tax cannot be, properly, impoſed. And 


alſo where conſumption takes place without alienation, 
as when the fruits of the earth are conſumed by thoſe 
who raiſe them, proportional taxes cannot, with any 
propriety, be levied. Farther, | 

As taxes do not bear a proportion to effects, but to 
circulation, it follows, that they can only be raiſed, 
properly, upon alienation by ſale. Many examples 
however may be found of proportional taxes, impoſed 
in different countries, where neither ſale or even alie- 
nation takes place, Theſe I obſerve to be the worſt 
kind of proportional taxes, and the moſt oppreſſive 
to thoſe who pay them. 

From the principle that taxes are in proportion to 
circulation, and not in proportion to conſumption, we 
diſcover the reaſon why of old they were ſo difficult to 
be raiſed, Conſumption then went on as now, 1n 
many reſpects, in proportion to the number of inha- 

| | - bitants; 


426 


An INQUIRY IN ro run PRINCI PLES 


Boos. V. bitants ; but circulation, that is alienation by ſale, 


bore no proportion to It. | 
The effect of every increaſe in circulation is to ſwell 


the amount of taxes; and when they are extenſively 


impoſed in a country of induſtry, the whole currency 
is thereby made to flow through the coffers of the pub- 
lic, as the blood of the human body flows through 
the heart, and is by that diffuſed through every 
member, | | 8 

_ Caae. IX. I next examine the conſequences of a 


total abolition of taxes, the better to diſcover the ef- 


fects which ſuch an altera:ion would produce, firſt, 
upon the proſperity of the whole community; and 
next, upon that of the principal claſſes of inhabitants, 
which compoſe it. Theſe I reduce to three. 

14:9, Thoſe who adminiſter government, and who 
are maintained from the amount of taxes. | 

An abolition of them, with reſpe& to this nume- 
rous claſs, would draw conſequences along with it, 
directly deſtructive to their intereſt ; and, conſequent- 
ly prejudicial to that of all the induftrious claſſes who 
Lt their conſumption. 

2do, With reſpe& to the ſecond claſs, which I ſup- 
pole to be compoſed of the induſtrious part of the peo- 
ple, I obſerve, that an abolition of taxes muſt propor- 
tionally imply a diminution of circulation; this would 
produce a proportional diminution upon alienation; 
conſequently, would interrupt the induſtry of many, 
and thereby throw them into a hurtful competition a- 
mong themſelves for ſubſiſtence. And as it has been 
proved, that the induſtrious claſſes pay no taxes, as 
matters ſtand, providing they be dil gent and frugal, 
they conſequently would gain nothing, and muſt Is/e 
a great deal by the abolition of them. 

2tio, In the third claſs I comprehend thoſe whom 
we have hitherto conſidered as the opulent and idle 
conſumers, Of this category the proprietors of land 
form a conſiderable branch. They, we have ſaid, 
draw back no part, either of the cumulative or pro- 
portional taxes, which affect them; but although 2 
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be deprived of that immediate indemnification, com- 
petent to the induſtrious, they reap, in another way, 


advantages which more than compenſate all the bur- 1 _ 
den laid upon them. Theſe proceed from the con- 


ſequences of that ſpirit of induſtry which is diffuſed, 
over the whole people; in conſequence of which, their 
lands are improved, the produce of them is readily 
diſpoſed of, and what proves ſuperfluons for domeſtic 
conſumption meets with a ready market abroad, and 
thereby ſupports the value of all productions within 
the country. N 

It may be aſked, then, where the burden of taxes 
falls, ſince every claſs of inhabitants ſeems to gain 
ſome advantage by them? 

I anſwer, that they imply no burden when rightly 
impoſed. The augmentation of induſtry, in conſe- 
quence of the increaſe of circulation, provides a fund 
of well employed time, which converted into money, 
is more than ſufficient to pay all the taxes not imme- 
diately affecting the income of ſolid property; and the 
conſtant improvement of this, in conſequence of the 
former, is more than ſufficient to indemnily the land- 
proprietors. 5 | 

Taxes, in this light, reſemble the expence laid out 
upon new eftabliſhments for improvement; becauſe 
in their conſequences they augment the proſperity and 
eaſe of the whole people, not by being levied, but by 
being properly applied, as is farther explained in the 
next chapter. 

Caay. X. Here I examine whether taxes be a ſpur 
to induſtry, as ſome pretend, 

The doubt concerning this point has ariſen from 
what daily experience has ſhewn, that nations become 
induftrious in proportion to the taxes they pay. It is 
not very evident, that the payment of a tax by any 
perſon ſhould enable him to diſcharge it with more 
facility, unleſs it be from the profit he reaps in draw- 
ing it back from others, with an additional profit to 
himſelf, Burt it is palpable that the amount of taxes 
being properly expended by a tate, will increaſe cir- 

| culation, + 
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Boox V. culation, and give freſh encouragements to induſtry 

= of every kind. | | 

| I cloſe this chapter with a ſhort repreſentation of 
the nature of ancient and modern circulation, ac- 
companied with obſervations upon their reſpective 
effects in rendering mankind induſtrious. 

Cu ar. XI. Of all cumulative taxes, that laid up- 
on land-property produces the greateſt amount, with 
the leaſt oppreſſion to the contributors. This leads 
me into a particular inquiry into the nature of the 
land-tax, as it is eſtabliſhed in Great-Britain, and in 
France. | | 

To render a land-tax equal and eafily borne, the 
impoſition ought to be preceded by a fair valuation 
of every article of revenue intended to be taxed, and 
no other income but that proceeding from an im- 
moveable fund of property, ought to be affected by 
it. From this I am led to diſapprove of the method of 
aſſeſſment eſtabliſhed in England by the land- tax; and 
alſo of blending a tax upon ſolid property, with an 
equal impoſition upon perſonal eſtates, which we 
have ſhewn to be of a nature incompatible with cu- 
mulative taxation. | ; 

The defects of this kind of impoſition in France 
(where it is called the taille) are different. There the 
rents of lands, which are the proper objeQ of every 
land tax, are frequently withdrawn from under the 
influence of it, in conſequence of the privileges en- 
Joyed by the higher claſſes, which are exempted from 
the taille. The conſequence is, that the French land- 
tax falls upon that part of the lower claſſes who are 
employed in the cultivation of the foil, From this 

roceeds a double inconvenience. 

If thoſe who cultivate are proprietors, their porti- 
ons are commonly very ſmall, and a land-tax which 
would be light to a conſiderable proprietor, is quite 
intolerable to thoſe who draw little more from their 
portion than what is neceſſary for their own ſubſiſtence. 
If thoſe who culri1 ate are leſſees to the more conſide- 


rable proprietors, the burden falls upon them inde- 
. pendently 
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pendently of the land- rent, which ought naturally to Cn. 
Y bear it. XIV. 
f As a proof that this is a true repreſentation of the 8 
matter, I review the Marechal de Vauban's ſcheme 
for new modelling the ſyſtem of French taxation: 
and from the intolerable oppreſſion which would follow 
by the execution of it, we may judge of the preſent ſtate 
h of taxes iu a nation where that ſcheme was iatended 
bh as a conſiderable alleviation of their burden. 


Nothing but the eſtabliſhment of induſtry and ex- 


A tenſive credit, with a ſubſtitution, of proportional 
taxes, inſtead of the many cumulative ones, impoſ- 
4 ed on the lower claſſes in France, can ever produce a 


5 facility in paying the debe i im poſitions laid up- 
4 on that nation. 

Caae, XII. The moſt proper method of impoſing 

a n tax is, without doubt, to confine the impoſiti- 

1 on to the rent of lands only, and to lay it on in pro- 

portion to them. But how is it to be expected that 


ever ſuch a plan can take place in a nation where the 

* proprietors of land govern the ſtate? In France, the 

* power of the King has never been able to eſtabliſh a | 
tax upon the rent of lands, for any longer duration 

5 than that of a foreign war. In a neighbouring nation, 

* it has now been eſtabliſhed for the greateſt part of a 


century. Were it there to become perpetual, it might 
4 be converted into a new domain, or it might prove a 
fund for diſcharging; at once a very great part of the 


he 

"= national debt. 

. When taxes are impoſed; i it is of great conſequence 
* to eſtabliſh a right adminiſtration of them. The eaſi- 
b eſt method for a ſtate, is to give them in farm; and 


this was the general practice every where, on the firſt 
; eſtabliſhment of taxes, But here no general rule can 
1 

h be laid down. 

Cumulative taxes are better adminiſtered by com- 
miſſioners, than let out in farm. The operation of 
| levying them is ſimple; but when they are farmed, 
the lower claſſes of the people are apt to be oppreſſed. 
When farms are properly eſtabliſhed, an open ma- 
nagement 
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nagement of them is abſolutely requiſite : from this, 
new improvements naturally ariſe, which give to the 
farm almoſt every advantage of the management by 
commiſſioners, This improvement is to divide the 
profits upon the farm between the ſtate and the far- 
mers: a plan put in execution in France not many 
years ago. | | | 

No queſtion whatever appears more difficult to re- 
ſolve, than that of aſcertaining the fund out of 
which taxes onght to be paid. Through the whole 
courſe of this inquiry, I have endeavoured to ſhew, 
that the real fund of taxes is the money circulating 
among the inhabitants, either in conſequence of ſale, 
or of payments, In order to expoſe this queſtion in 
a new light, I have commented upon two paſlages of 
Davenant, where he eſtimates this fund from the 
quantity of national conſumption. 

From this he is led to compute the yearly taxable 
expence of every man in England at 8 J. ſterling; 
when perhaps the circulation of money through the 
hands of many may not be twenty ſhillings : whereas, 
according to my theory, it is theſe twenty ſhillings 
only that can be laid under any taxation whatever, 

I thought this method of comparing the reſult of 
Davenant's reaſoning with mine, might better ſerve 
to ſupport the latter than any other I could contrive, 

The laſt queſtion propoſed in this chapter is no 
more than a hint to ſhew, that a proportional tax, laid 
upon meat and drink, is the moſt proper equivalent 
for a land-tax ; becauſe thoſe who purchaſe their ſub. 
ſiſtance with money are, according to the principles 
of the firſt book, thoſe who conſume that part of the 
fruits of the earth which is equivalent to the land 
rent. If this be arbitrarily laid under an impoſition, 
by a pound rate or otherwiſe, the proper drawback, 
if any be allowed, ſhould be from a tax laid upon 
thoſe who conſume that part of the earth's produce 
which belongs to the landlords. 

I have now concluded this inquiry, according to 
the plan I at firſt propoſed, It is the fruit of eighteen 
: years 
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years cloſe, though agreeable application; interrupt- 
ed only by many intervals of bad health, and many 


* 
% 
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ſtrokes of adverſe fortune. — 


It never was, till lately, my intention to offer to the 


public, during my life, what I had compoſed purely 


for my own inſtruction and amuſement. But upon 


comparing my ſentiments in ſeveral points with thoſe 
of the generality of my friends, they have been found 


ſo widely different, that I was thought in duty bound 
to my country, to ſubmit'them to the criticiſm of 
the public. 

To this I have the more willingly ſubmitted, as I 
thereby ſhall purſue my firſt intention in taking my 

n; which was, to clear up my ideas on this ſub- 
jet. And ſince I can now draw no farther know- 
ledge from my own inquiries, I muſt expett it from 


the criticiſms of thoſe who may think it worth their 


while to adimadvert upon my notions. 
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Paris, Colonia, and Holland weights. 


1A Dutch Ducat 


2 A Florin in filver 


Dutch Coins. 
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Shewing the Quantity of 


The number of grains of fine metal in every coin 1s ſought for in the 
in uſe in that mint: from that weight it is converted into thoſe of o- 


3840 Troy-grains, 4676.35 Paris-grains, 5192.8 Holland-aces or grains, 
the table are converted 


Table of Coins, reduced to Grains of fine Metal, according to the Troy, 


© 1 A Guinea by ſtatute - - R 5 

2 A Crown by ſtatute - - - - — 

3 A — by ſtatute - - - 

. | 4 A Silver Pound ſterling by ſtatute 1601 - - — 

8 5 A Gold Pound ſterling by ſtatute 1728 - — — 

G | 6 A Silver Pound ſterling in currency = 77 lib. tro —_— 
< 4 7 A Silver Pound ſterl. at the oo rtion of gold to . as 1 to 142 

s A Gold Pound ſterling at t — proportion of 1 t 144 || 

2 9 A Pound ſterling at the mean proportion in gold and in ſilver - 

10 A Shilling current = Zy of a pound tro 4 A 2 

11 A Guinea in ſilver, or 21 ſhillings ſtandard Gone © = 

12 A Guinea at the proportion of 1 to 144, worth in filver = 

| 13 A Pound troy, or 12 ounces Engliſh weight - - 

r A Louis d'or - - — - 

F 2 A Crown of fix livres - - - - 

= | 3 A Crownof three ditto - - - > 

© , 4 A Livre - - - * 6 

2 3 5 A Louis d'or, or 24 livres in ſilver - = 

8 | 6 A Marc of Paris weight, fine gold or ſilver - © 

i | 7 A Marc of gold coin effective weight, in fine - K 

8 A Marc of ſil fl ver coin effective weight, in fine - - 

A Carolin legal weight - - > 

8 | 2 A Ducat of the Empire ditto - - - 

8134 Florin of Convention - - 4 

4 4 A Dollar of Convention - 

: 5 A Dollar of Exchange, the Carolin == 9 flor, 42 kreuters - 

6 A Florin current vr of a Carolin > 

© | 7 A Carolin in Silver at the proportion of 1 to 14 1 NES. 
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nto boſe of other, countries, according to the following proportions : 


d 4649.06 Colonia-grains, are ſuppoſed to be g, 7 weights ; and the coins in 


ed cording to thoſe proportions. 
Gold Coins. 

OY; - 

Troy. | Paris, | Colonia. | Holland 

—— | 
- [318.651] 144.46 | 143.65 | 160.45 
> 913, 137.61 | 136.8 152.8 
43] 113. 137.6: | 136.8 152.8 
- [118.4 | 144.18 |] 143.34 | 160.11 
- | 115.769] 140.98 | 140.16 | 156.55 

5760. [7019.2 [6973.5 [7789.2 
| 113.27 | 137.94 | 137-13 | 153-17 
. 27 4608. 4581.1 [5116.9 
658.3 4138.5 [4143 (4593.4 
- {| 115.45 | 140.5 | 139.78 J 156.12 
= | 528 64.37 | 64. 71.48 
= 8 3 Wa Wb + 
- 17.85 21.74 | 21.615] 24.14 
- 10.54 12.84 | 12.77 14.26 

$1.76 | 63 62.67 | 70. 
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520.2 
104. 
2080.8 


1984.7 
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in an induſtrious tate, argu- 
ed, I. 135. 

Army, bow to talſe a ſupply of 
men for, without having te- 
courſe to the hitiog foreign 
troops, II. 5. ; 

Athenians, Xenophon's plan fot 
= proper employment of, 
II. 35. 

ach? forprizing quick reduc- 
tion of its wealth, II. 14. 


1 
Balance between nations, the 


Vor., III. Ft nature 


ö 
N 


— — —A — 


nature of, in a commercial 
view, explained, III. 118. 
Hints for the payment of, 
without the intervention of 
coin or bullion, id 128. 


Balance of power, the nature of, 


inquired into, II 23. 


Balance if trade, what, II. 237. 


Reflections relating tb, l. 
416. Whether any judgment 
can be formed concerning it, 


| barely from the quantity of 


ſpecie found in a nation, II. 

Whether the ſtate of ſpecie 
furniſhes any rule to judge of 
it, id. 10. A wrong one 


raiſes the price of bullion to 


the value of coin, II. 221. 
Between England and France, 


the ſtate of how to be diſco- 
vered, id. 234. How the 


payment of a wrong one af- 
ſects circulation, id. 377. 


Ban, whether landed men might 


not as well iſſue their own 
notes on their landed ſecurity, 
as apply there, II. 240. 


Bands, the two general claſſes 


of, II. 355. Of circulation, 
what, 1d. 359. How a good 
one may be obliged to ſtop 


payment, id. 361. On what 


the ſolidity of it depends, 14. 
362. On what kind of cre- 
dit ſuch banks ought to iſſue 
their notes, id. 16. How 
their obligation to pay in coin 
aroſe, and the conſequences 
of that obligation, id. 365. 
How affeQeq by a wrong ba- 
lance of trade, 1d. 369. How 
a grand balance may be paid 
by, without the aſſiſtance of 
coin, id. 371. How hurt by 
leaving the payment of a 
wrong balance to exchangers, 
id. 373. Upon what prin- 
ciples they ought to borrow 
abroad, and give ciedit at 
home, id. 386. Of Edin- 
burgh, hints for the advan- 
tage of, id. 295-96. How 


1 D K. 


Bank of Amfter 


they inay be enabled to dif- 
charge notes on demand, id. 
409, 420-21: Subaltern, and 
their competition with each 
other, II. 410. National, 
_—— regulations for, pro- 

ſed, II. 413. When, and 
b. what caſe, they ſhall be 
obliged to keep open books, 


id. 416. Whether it is their - 


intereſt to grant credit and 
caſh accounts to exchangers 
and others, and to make a 
trade of ſending the coin out 


of the country, id. 418. How 


by the return of a favourable 
balance, the debts of foreign- 
ers may be paid off, and the 
nation delivered from that 
burden, III. 1. Dangerous 
to an idle nation, id, 15. Of 


the krſt eftabliſhment of that 


of Mr. Law, id. 19. The 
Royal Miſſiſippi, id. 27. 
| — riginal in- 
tention of, III. 76. The 
principle of its circulation of 
coin explained, id: $1-82. 


Bank of England, the intereſt of, 


examined, II. 205. State of, 
II. 367. Its fituation in the 
year 1745, id. 385. Its prin- 
cipal operations traced, III. 
3. Its circulation with the 
exchequer explained, III. g. 


_ Hints for the advantage of, 


propoſed, id. 13. How the 
paper of, tends to ſupply cir- 
culation, id. 17. Its credit 
compared with that of the 
bank of Amſterdam, id. 92. 


Banks of depofit and transfer, 


III. 75. 


Bank notes, the nature of, ex- 


plained, II. 360. Of the op- 
tional clauſes contained in, id, 


404. | 
Bankers and exchangers, ſubal- 


tern ones, the ule of, II. 363. 


Banking, that branch of credit 


beſt deſerving the attention 


oba ſtateſman, II. 358. The 


nature 


3 


Fern 


nature of, in Scotland, id. 
363-64. 

Bankruptcies, national, how oc- 
caſioned, III. 240. The na- 
tural conſequences of, traced, 
id, 241, As ſuppoſed to take 
place by a concerted act of 
power, id. 242. The ſup- 
pohtion of a nation becoming 
bankrupt to itſelf inconſiſtent, 
id. 246. | 

No the firſt ſpecies of trade, 

5678. 
Beer, ate on the late addi- 
tional duty on, III. 296. 

Felloni, Mr, miſtakes of, point- 
ed out, with reſpect to eſti- 
mating the exportation of 
cochmodities of a particular 
country, by the quantity of 
money found in it, II. 5f. 

Bills of mortality, plan for the 
improvement of, I. 72. 

Birmingham, no filver coin 
counterfeited there, II. 308, 
note. 

Brakenridpe, Dr. his account 
of the fate of population in 
Great Britain, I. 95. Re- 
marks on, id. G7. | 


Bread, the price of, bow limit- 


ed in the greateſt famine, I. 
397. 

Britain, Great, remarks on the 
ſtate of population in, I. 95, 
By what weans her .credit is 
ſupported, II 316-17. Short 
ſtate of its preſent taxes, 
debts, and funds, III. 182. 
Compared with thoſe of 
France, id. 438. 

Bullion, how the price of, is re- 
ulated, II. 140, 237. Why 
dearer in England than in 
France, id. 230. The ad- 
vantages of this to France, 
id. ib, Brought to the mint, 
when trade is favourable, id. 
252. The cauſes of its riſe 
and fall in the Engliſh market 
explained, III. 116. 

Buyers and ſellers, the intereſt 


Ff2 


of, examined, II. 204 | 


C. 

Canada, the principles of the 
European trade to, inquired 
into, I. 186. 

Cantillon, Mr. his remark on 
the courſe of exchange be- 
tween London and Paris, II. 


233. 
Caper, Hugh, the nature of his 

juriſdiction compared with 

that of a king of Poland, I. 


240. 8 
Charity, modern, ſhewn to be 


impolitic, II. 42. 

Child remarks on that poſition 
of his, that the legiſlature can 
keep down the rate of inter- 
eſt to the level moſt advan- 
tageous for trade, II. 331. 

Circulation, in a political ſenſe,” 
explained, I. 374. Illuſtrat- 

ed by a party at quadrille, i. 

375: How to be excited, id. 

37 - Iluftrated, id. 382. 
hen it ſhould be checked, id. 

384. Foreign and domeſtic, 

to be diſtinguiſhed, id. 389. 

How affected by the payment 

of a wrong balance of trade, 

I. 378. Comparative inqui- 

i into the ſtate of, among 

the ancients and moderns, III. 


34% 

Cities, the growth of, account- 
ed for, II. 48. Deſcribed as 
under a feudal government, 

id. 51, In what teſpects ad- 
Vantageous to a country, 1d. 
55. See Corporations. | 

Claſſes of mankind, the advan- 
tages of calculations and bills 
of mortality diſtinguiſhing 
them, I. 72. 

Coin, new regulations for, pro- 
poſed, II. 210. The term 
defined, id. 262-63. What 
the belt form to be given to 
it, id. 284. Difference be- 

tween, and medals, id. 284. 

Gold, ſilver, and copper, re- 

marks 


marks on, id. 285. Never 
found toexceed the uſes of cir- 
culation, id. 32 1. How the obli- 
gation of banks to pay in, a- 
roſe, and the conſequences of 
that obligation, 1d. 365 66. 
French, account of its varia- 

* tion about the time of the 
death of Louis XIV. III. 20. 
Set Money. 

Coi nage, duty on, II. 218. Its 
heſt introduction muſt reduce 
the prices of commodities, id. 
219. Conſequences of the 
excluſive privilege of, id. 220. 
The price of, in France, id. 
233. How the paying for, 
affects the profits on goods 

exported, id. 244-45. How 
it influences the prices of in- 
land commodities, id. 249. II. 
249. Enperiment in, pro- 
poted, id, 256. How the 

- ympoſition of, will affect the 
creditors of Great Britain, id. 

How it advances the 
credit of France, id. 371. 
Whether the impoſition of, in 
England, would not frequent- 
ly ſtop the mint, 4. 274. 
When advifeable to impote a 
duty on, id. 246. How im- 
poſed, id. 247. By authori- 
ty, id. 16. By conſent, 74. 
248. Theconſequences, id 
ib. id. 251. 

Colbert, Mir. remarks on, I 67. 

Commerce, an examination of 

the vatiousprinciplesby which 
it is regulated, I 11. 

Commodities, in trade, what con- 
fiderations enter into the hx- 
ing prices on them, I. 182. 
Conſumable. diſtinguiched 
from permanent property, 14 
361. By what the prices of 
them are regulated, II. 104. 

Companies, metcantile, an in- 
quiry into the advantages and 
difadvantages of, J. 46. 

Competition, its effect on trade, 
I. 196. Three queſtions re- 


lative to, 5d. 200. — 
nations, its operation, 14. 
232. Among workmen, the 
nature of, examined, id. 317. 

Conquerors, why the government 
of, heavy to be borne, I. 10. 

Conſumers and producers, their 
relation to each other, and 
the political balance between, 
conſidered, I. 264 

Conſumption of productions of the 
eur th, the queſtion whether 
a frugal or prodigal one, be 
for the advantage of popula- 
tion, argued, I 141. 

Corn, difference between the 
price of it being lowered by 

lenty, and by importation, 
3 292. Expedient propoſed 
to aſſiſt a people during a ſcar- 
city of, id. 294. 

Corn trade, general reflexions 
on, 1. 214. On exportation 
and importation of, id. 230. 

Cor porations, reflexions on, I. 

331. Whether checks upon 
induſtry, id. 332. Regula- 
tions ot German ones, id. 333. 

Corficans, the real ſtate of their 
conteſt with Genoa, I. 419. 

Corwee, in the French revenue, 
what, III. 269. u. 

Country, the love of, in indivi- 
duale, how to be under ſtood, 
I. 164. 

Courage, where likely and where 
unlitzelv to be found, II. 27. 
Credit, a definition of, II. 314. 
Why feltom found perfectly 
ſlid, under a pure monarchy, 
id. 315. Why that at France 
is o fluQtuating, 14. 315. 
Why that of Great B-irain o 
well eſtabliſhed, id. 317. 
Not yet ted upon true prin- 
ciples, id. 339-40. The va- 
nous kinds of, . 350. Their 
charaQterifttic differences, id. 
352. Phe nature of, exa- 
mined into, I 365. hs com- 
' mercial advantages, id. 366. 
Public, how the internal ba- 

lance 
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lance of wealth is affected by 
it, id. 370. 

Credit, public, brief ſketch of 
the birth and progreſs of, I. 
203, The ce extent of, 
how to be determined, III. 
247. The riſe and fall of, 
explained, id. 135. Of an- 
ticipations, or borrowing mo- 
ney, upon aſſignments of taxes, 
ſot the diſcharge of principal 
and intereſt, 1d. 138, Of 
France, ſtate of, before the 
death of Louis XIV. id 151. 
A compariſon between that 
of Frarce and England, in 
the times of Richlieu and Da- 
venant, id. 161. Of Great 
Britain, the preſent ſtate of, 
id. 165 

Credit, private, the ſubdiviſions 
of, II. 353. How to carry, 
to its greateſt extent, id. 354. 

Credit, debts and taxes, conſe- 

ences of the change pro- 
Jn in the policy of indu ſ- 
trious trading ſtates, by the 
eſtabliſhment of, II. 225. 

Creditors, the intereſt of, always 
the predominant, and what 
determines the intereſt of a 
nation, II. 187. Public, the 
intereſt of, examined, id. 201. 

Cumulative tax, the term de- 
fined, III. 284. See Tax. 


Crop, plentiful, of Grain in 


England, inquiry what pro- 


por tion it bears to the annual 


conſumption, I. 109. Dif- 
ference between a reputed 
good and bad one, id. 112. 


D. 

Dawvenant, Dr. his correction of 
Sit Wilkam Perty's comput 1 - 
tions, I 42. His ſcheme for 
land and poll taxes to raite 
the government fupplics, in- 
quiry into the expediency ot, 
III. 146. His tea ſons for re- 
commending the farining of 
taxes, id. 3656. 


Debts, public, the various con» 
ſequences of, III. 132. The 
methods of contracting and 
paying off, id. 249. The two 
claſſes of, id 257. The con- 
ſequences which would reſult 
from an immediate diſcharge 
of them, id. 258-59, Of 
England, at the peace of Ryſ- 
wick, what, id. 144. Pro- 
greſs of, traced, id. 164-65. 

Demand, à definition of that 
word, in a commetrcial view, 
I. 172. High, and great, 
diſtinguiſhed, id. 188. Diſ- 
tinguiſt ed from competition, 
id. 197, Il. 62 Theditfec- 
ent acc2ptations of that word 
enumerated, id 58 ö. 

Demand and work, an inquiry 
into the caufes which influ- 
ence an alteration of the ba- 
lancebetween, I. 217. The 
duty of a ſtateſman to aſſiſt 
and permit gentle vibrations 
between, id. 229. 

Democracy, how it differs from 
monarchy, I. 242. How 
they affect trade retpeRively, 
id. 243. 

Dependance, in ſociety, three 
kinds of, diſtinguiſhed, TI. 
238. On courts, the prin- 
ciples on which it fubſitts, a- 
nalized, id. 357. 

Depopulation, the moſt effeQuil 
cauſes of, I 108. 

Deſertion, among fol iiers, the 
cauſe of, pointed out, | 136. 

Diſeaſes, political, certain ſign 
of. I. 69. | 

Diffipation, the benefits of, to 
induſtry, I 367. 

Ducats, examination of the new 
regulation of, in Holland, II. 
188-89. 

Dutot, M. his ſentiments on pa- 
per credit with reference to 


the affairs of France, HI. 25, 
29. 


Aa 
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Edinburgh, hints for the im- 
pros ement of the banks there, 

, 5- 
England, the idleneſs and luxu- 
1y of manufacturers, of more 
Prejuvice to its foreign trade, 


than the high taxes, III. 287- 
88 | 


England or France, which the 
moſt populous, I. 102. 

Equality of poſſeſſinns in a ſlate, 
the conſequences of, examin- 
ed into, I. 367. 

Eflate, the difference between 
one near the wetropoli:, and 
one in a remote province, I. 


55 a 

Evil, no ſuch thing in the uni- 
verſe, II. 57. u. 

Europe, the great revolution in 
the political ſyſtem of, and 
the cauſe to which it is ow- 
ing, I. 10. 

Exceſs, import of that term, I. 
zog. Diſtinguiſhed from ſen- 
fuality and lux uty, 311. 

Exchange, the beſt meaſure for 
valuing currency, UI. 146. 
How the courſe of it is regu- 
lated, II. 229, 238. Whe- 
the loſs which the courſe of 
it marks on the trade of Great 
Britain with France, be real 
or apparent, id. 241. The 
firit principles of, III. 94. 
The diſhculties which occur 
in paying balances, 2d. 9g. 
How thele payments are et- 
fe cted, id. 116. U he 6pera- 
tons of, between London and 
Paris, id. 119. 

Excheguer, 1ts circulation with 
the bank, explained, III. g. 
Exciſe, the accounts ot, how 
ſettled betu een the exchequer 
and the bank, III. 9, 10. 
When it firft took place, id. 

- 146. Its effects at that time, 
id. ib. In what the oppreſ- 
fion of levying conſiſts, 7d. 
295. DefeQt of, and the ill 


effects ariſing, id. 296. Hinte 


for remedying, id. 299. 
Expence, * — 4.5580, and 
the ſenſes in which it is uſed, 
diitinguiſhed, I. 205. 
Exportation, the proper means 
of encouraging, I. 282, Re- 
flections on premiums for, id, 
297. What the moſt profit- 
able branches of, id. 341. 
The proper conduct when 
that of a' nation is reduced to 


the articles of natural pro- 


duce, id 343. Why thoſe 
manufacturers who work for, 
the pooreſt of thoſe in a ſtate, 
II. 227. Theory of the prices 
on articles * id. ib. 

Fall of man, conſequences of, 
ſhewn, II. 30. n. Conclufi- 
ons drawn, on the ſuppoſiti- 
on that it had nottaken place, 
id, ib. | | 

Feudal ſyſlem of government, how 
departed from in the preſent 
forms, I. 10, Why taxes ſo 
little found under, 2d. II. 75. 
Subordination of the different 
ranks under, how founded, 
id 240. Its influence on 
trade, id 245. 

Feudal governments, three te- 
warkable ſtages, through 
which they have changed to 
the pretent forms, 1. 356. 

Fiſheries, hints for the proper 
eſtabliſhment of, II. 55, 86. 

Fleuri, Cardinal, his experiment 
to fix the par of exchange, III. 
124. 

Fereigu miniflers, political hint. 
as to their accommodations 
in the countries where they 
are ſent to reſide, I. 420. 

Foreſialling, why a crime, I. 


200, 

Forefis, whether extended by an 
increaſe in the conſumption 
of firewood, I. 145. 

Foundling hoſpitals recommend- 
ed, I. 75. 


Found- 
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Feundli 15, opportunity for 


providing for, pointed out, I. 
287. 

Fourage, in the French taxes, 
what, III. 280 . 


France, refleQions on the ſtate 


of agriculture in, I. 141. The 
progreſs of luxury in, compa- 
tible with the proſperity of 
her foreign trade, 16. 288. 
The principle on which the 
raifing and ſinking of the nu- 
merary value of the coin there 
in former times is accounted 
for, 11.188. The policy of, 
with regard to its coin, why 
not eaſily underſtood, II. 23. 
Remarks on the currency of 
its coin, id. 27475. Regu- 
lations of, with regard to 
coin, bullion, and plate, d. 


287. Price of coinage there 


upon ſilver, id. 288. Ditto 


upon gold, id. 281. Pro- 
ny ayer a French 


grain om to a grain troy, 
1d. 282. Proportion between 
the louis and the guinea, rd. 


283. Advantages of the 


French regulations, id. 284. 
High price of bullion at Paris 
in 1960, id. 285. Preſent 
ſtate of the wearing of the 
French filver coin, 14. 286. 
Fluctuations of credit in, 14. 
315-16, Chronological anec- 
dotes of banking there, III. 
34 How its credit was de- 
ſtroyed in 17 20, id. 68. How 
a bank may even now be ſafe- 
ly eftabliſked there, id. 73. 
; fx of their debts, funds, 
and appropriations, at the 
peace of 1763, id. 186 Ex- 
tent of annual ſupplies of, 
from 1756 to 1762, id. 205 


Courts of juſtice in, how ten- 


dered oppteſſive, id, 216. 
Method of levying the taxes 
in, id. 221. Ihe nature of 
the taxes impoſed there, ex- 
plained, 1d. 280, 284. 


France and England, which the 


moſt populous, I. 102. 
Free gifts in France, as impoſed 
in 1759, III. 203 n. 


Freedom of a people, in what it 


conſiſts, I. 237. 

Frugality, the proper means of 
preventing the ill effects of, 
when it takes place in a lux- 
urious ſtate, I 281. 

Fund, finking, the fitſt founda- 

tion of, III. 169. 


17 G. 
Gabelle, in the French taxes, 
explained, III 285. 1. 
Gardens, kitchen, why moſt fre- 
quently found in the neigh- 
bourhood of cities, I. 139. 
Gee, Mr. remaiks on his obſer- 
vations on the balance of th 
. Engliſh trade, II. 6. | 
Germany, Remarks on the ſlate 
of agriculture in, I. 91. 
Governing, in what the art of, 
conſiſts, I. 12. 
Government,the republican form 
of, moſt favourable to trade 
and induſtry, I. 242. 
Grain, inquiry into what 
—— a plentiful crop of, in 
.ngland, bears to the current 
annual conſumption, I. 109, 
Inquiry into the difference be- 
tween a plentiful year and a 
year of ſcarcity, id. 113. The 
price of, regulated by the a- 
bilities of the loweſt claſs of 
people to purcha'e it, id. 
401. The good effects which 
would refult from 'preſerving 
the price at ſome uniform 
ſtandard, III. 293. 


Greece, antient, remark on the 


diſproportion between the 
prices of neceſſaries, and ele- 
gances in, I -403. Account- 
- ed for, II. 14. Its treaſures 
ſuppoſed equal to the mines 
of the new world, id. 12. 
Guinea and louis, proportion be- 
tween, II. 283. 


Guinse, 


| 
1 
| 
| 


'Cuineas, an examination into 
the conſequences of bringing 
down their currency to twen- 


ty ſhillings, II. 159. 
H. 


Harris, examination of a paſ- 
age in, concerning coin, II. 
185. 

Helets, their cruel treatment un- 
der the Spartan government, 
I. 254. 

Henry VII. wiſe regulation of, 
for the preſervation of bulli- 
on, III. 112. | 

Helland, the principles of its 
conſtitution inquired into, I. 
214. Regulations obſerved 
in, with regard to coin and 
bullion, III. 287. Regula- 
tions of the Dutch mint, 14. 
288. How they reckon their 

- filver ſtandard, fd. ib. Mint 
* of fine ſilver, id. 2 
rice of coinage there, id ib. 
Of the Dutch gold coins, 1. 
ib. Mint price of fine gold, 
id. 290. Price of coinage 
upon ducats, id. 291. The 
rider, i4 ib. Utility of not 
fixing the denomination of du- 
cate, id. 292. How to find 
the proportion of the metals 
in the coin of Holland, and 
a wonde: ful phænomenon in 
the value of ducats, id. 293. 
Quantity of fine ſilver in a flo- 
rin piece, id. 294. Quanti- 
ty ot fine gold in a florin of ti- 
deis, id ib. Inveſtigation of 
the proportion as to the du- 
cat, id. ib. Proportion be- 
tween the mint weights of 
Holland, England, France, 
and Germany, id. 295. De- 
fects of the ſilver currency of 
Holland, id. 301. Frauds 
of money-jobbers there, id. 
304. Reaſon of the appa- 
rent ſcarcity of filver-coin 
there, id. 306. The great 
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multiplication of taxes there, 
III. 313. | | 

Horſes, whether keeping à ſu+ 
perfluous number in large ci- 
ties, a public diſadvantage, I. 
145. 

2 Mr. examination of his 
doctrine concerning the influ- 
ence of riches on the price of 
commodities, I. 398. Con- 
cerning the balance of trade, 
id. ans 


Jacob the 3 an idea of 
primitive fociety, borrowe( 
from the hiſtory of bim and 
his family, I. 23. a 

Tanizaries, Turkiſh, and the 
Pretorian cohorts of Rome, 
paralle} between, I. 247. 

Idle round, the multiplication 
of, a load on ſociety, I. 61. 

Jews, their law relating to in- 
tereſt, II. 321. The only 
money-lenders in Enrope, un- 
til a commercial ſyſtem pre- 
vailed, id. 322 | 

Imitation, influence of the taſte 
for, I. 280. 

Indies, account of the French 
company of, III. 31. lis re- 
venue, 1d. 41. 


Ind«ftric, in the French taxes, © 


explained, HI, 280 n. Re- 

marks on this tax, zd. 282. 
Indsftry, an ii quity into the ef- 
fects of, I. 133 » definition 
of, id. 166. Diſtinguiſhed 
from labour, id. ib. Why 
difficul: to introduce in a 
country where ſlavery is eſta- 
bliſhed, id. 167. Whether 
the cauſe or the effeQ of 
trade, id. 170. How it is 
ſtimulated, id. 191, 78. The 
difference between the pro- 
greets of, in antient and mo- 
dern times, accounted for, 
1d. 193. Brief ſketch of the 
progress and revolutions of, 
id. 297, A A" 
or 


In 


„ 
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for a general exerciſe of, ig. 
210. 
ing liberty to the loweſt de- 
nominations of a people, id. 
238. Flouriſhes beſt under 
a republican government, 14. 
242. Excluded by the ſyſtem 
of Lycurgus, id. 258. The 
revolution it produces in the 
wealth of a nation, pointed 
out, II. 27. The proper di- 
rection of, hinted, id. 32. 
In what inſtance it deſtroys 
ſimplicity of manners, 7d. 34. 
Antient and modern, the dit- 
ference of, ſhewn, id. 37. 
See Induftrie. 

Inhabitants, an examination in- 
to that maxim which aſſerts 
the number of, to be the 
riches of a country or ſtate, 
I. 60. 

Innovations, inconveniencies at- 

i tending, II. 208, , 

tere, private, the proper 
rg of aQtion in the indi- 
viduals of a well governed 
ſtate, I. 164. 

Intereftl of money, how permit- 
ted under the Moſaic diſpen- 
ſation, II. 321. When it 
obtained in Europe, id. 322. 
Upon what principles the 
rate of, is regulated, 1d. 224. 
No ſtatute Br regulating in 
England, before the time of 
Hency VIII. i4 325. Ditf- 
terent claſſes of borrowers, 
id. 326, Extortions in, how 
p evented, id. 327, Whe- 
ther in the power of the le- 
gillature to command the rate 
of, id. 331. The lowering 
of, the tile of land, id. 332. 
Proper conduct of a ſtateſ- 

man in relation ta, id 333. 
Probable conſequences of re- 
ducing it below the level of 
the ſtocks, id 334-35 A 
low rate moſt eſſential to 
ſtates carrying on the molt 
extenſive foteigu commerce, 
Vor. III. 


The means of extend- 


7d. 358. Whether the rate 
of, a ſure barometer of the 
ſtate of commerce, id. 344- 
Whether it falls in proporti- 
on to the increaſe of wealth, 
id 348. How affected by 
* manners of a people, id. 


ib, 
Treland, the cauſes which in- 
fluenced Great Britain to o- 
pen her ports for the impor- 
tation of proviſions from, I. 


7 | 
and, the progreſs of ſociety 
N in a ſuppoſed one 
. 128. ts 


| Kk. 

Kings, their rights not founded 
on tacit contracts between 
them and their ple, I. 
240. In the old feudal ſyſ- 
tems, more formidable abroad 
than at home, id. 356, Com- 
pared with the domeſtic in- 
fluence of thoſe under the 
preſent commercial ſyſtems, 
id. ib. | 


L. 

Labour, the different obligati- 
ons to, in antient and modern 
times, I. 59. How the me- 
thods of, ate to be improved, 
id. 193. i 

Lard, the diſpropottion be- 
tween the rents of arable and 

alture, accounted for, I. 43. 
hat the general raiſing of 
rents of land may be ſuppoſed 
to indicate id. 45. Conſi- 
derations on the taxes on, III. 
345. No 1 valuation 
of, made, ſince doomſday 
book, id 348. n. The tax 
cn, how levied in England, 
id. 349 What the moſt pro- 
per method of impoſing a tax 
on, id. 361. 

Landed intereſt, 
into, II. 198-99. 

Landed men, inquiry whether 


examination 


G g they 


they might not iſſue their own 
notes on the ſecurity of their 
land, without the intetven- 
tion of a bank, II. 340-41. 

Landed property, the inconve- 
nience of minute ſubdiviſions 
of, I. 88. Inquiry into the 
expediency of the equal diſ- 
tribution of id. 124. 

Landbolder and flockbolder, how 
comparatively affected by tax- 
ation, III. 232. 

Land tax in Scotland, deſect in, 

III. 281. 

Law, Mr account of the eſta- 
bliſhment of his bank, III. 
. 

Laws, none really invariable, 

in any government, I. 7. 

Levity, remarks on the influence 
of, in luxury, 1. 280. 

Liberty, public, in what it is 

_ underſtood to conſiſt, I. 237. 
Capable of ſubſiſting under 
Jolba tic forms of govern- 
ment, id. ib. 

Liberty, vniverſal, eſtabliſhed 
in Europe, and the conſe- 
quences of, I. 70. 

Linen manufacture, by what 
means it has been augmented 
of IT and Ireland, I. 
8 


Loans upon intereſt, if deemed 
unlawful in a religious view, 
expedient to avoid, I. 370. 

Locke, Mr. miſtake of, correct 
ed, in relation to a propoſed 
alteration of filver coinage, 
II. 130-31, 178. 

Lotteries, the advantage of, to 
the government, III. 184 n. 
When only proper to be uſed 
py: paying of public debts, id. 
203. 

ee, Mr. examination into 

the preſent propriety of his 
{cheme far regulating the coin 

in 1695, II. 178. 

Luxury, the term defined, I. 
zi, 307. The parent of 
public diitreſs, ib. 212. In 
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what inſtance to be encou- 
raged, ib. 263: This farther 
explained, id. 276, How to 
be effected, id. 277. Changes 
in the modes of, ever diſtre(- 
ſing to manufacturers, 14. 
280. Political improvement 
of this circumſtance, id. ib. 
The intereſts affected by, id. 

07. The mind, id. 308. 


he body, id. 309. The 
fortune, id. ib. The ſtate, 
id. ib, Its different effects 


on diffetent antient nations, 
remarked, and accounted for, 
id, 324. Its effects in mo- 
dern times, id. 325. Preju- 
dicial to courage, II. 27. 
Modern, the cauſe of hinted, 
id. 37. 

Lycurgus, the tendency of his 
laws to encourage populati- 
on, ſhewn, I. 70. Wh 


there was no induſtry in his 


republic, id. 193. His re- 
public the moſt perfect plan 
of political economy, id. 
250, His laws tranſmitted 
by tradition -only, id. 251. 
| The ſanction he obtained for 
them, id. ib. His regulation 
of property, id. * loath- 
ing, id. 253. he cruel 
treatment of the helots, id, 
= His plan of education, 
id. 255. Remarks on the 
auſterity of his inſtitutions, 
id. 2566 Hig care to guard 
againſt the Spartans having 
an intercourſe with foreign 
nations, id. 257. Conclufi- 
ons drawn from a ſuppoſed 
adoption of his ſyſtem by any 
modern nation, id. 259. 


| M. 
Machines, the introduction of, 


into manufatures, whether 
hurtful or beneficial to a ſtate, 
I. 119. 295. 

Mankind, in what reſpe@ alike 
in all ages, I. 6. 


he diſtti- 
bution 


F 
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bution of their reſidence in a 
country, how determined, ia. 
46. ir numbet in a free 

countty, in the ratio of their 
food, id. 113. 


Manners of a people, national 


8 ties in, noticed, I. 
. The ſimplieity of, how 
it affects population, I. 36. 
Monifafures, the principles 
which determine the teſidence 
of, I 49. Their flouriſhing 
or decaying in particular 
places, accounted for, 7d. 


182. The proper method of 


lowering the prices of, to 
render them vendible at fo- 
reign markets, id. 283. Why 
rticular ones cannot be fur- 
niſhed ſo cheap at home, as 
by other countries, d. 284. 
e importance of their be- 
ing properly ſitua ted, id. 209. 
Manufaturers, why thoſe who 
work for exportation are the 
pg? II. 227, More hutt 
y their own idleneſs and ex- 
travagance than by taxes, id. 
288-89. 
Markers, public, tkeir great uſe 
in ttade, I. 180. 

Marriage, political confiderati- 
ons on, I. 71. | 
Mafeer, his right to ſhare in the 

profits of his journeymen, 
proved, I. 318. 
Maxims, general ones, the dan- 
ger of adopting, I. 60. 
Medals and coin, the difference 
between, I]. 284. 
Megens, Mr. his ſentiments'con- 
cerning the coin of the bank 
of A 1 
Melon, M. de, bis remark on 
the proper qualifications of a 
ſtateſman, I. 377. | 
Merchant, obſervations on the 
profeſſion of, I. 177. 
Metal, the term defined, II. 
262. Why a ſcale of value 


realized in, can never be ex- 


act, ib. 251, How the pro- 


rtion of thoſe in coin, is 
kept nearly the ſame in © 
European markets, id 279- 
Why this proportion ſo dif- 
ferent between Europe and 
Aﬀia, id. 280. How to de- 
termine the true intrinſic va- 
ſue of thoſe in which a ba- 
lance to foreign nations_is to 
be paid, III. 100. How to 
remove the inconveniences 
which occur in ſuch pay- 
ments, id. 109. 

Metropolis, the growth of, ac- 
counted for, 548 A large 
one, whether diſadvantageous 
to à country, id. 52. 


| Militia, teflections on, I. 136. 


Mind, the effects of luxurious 
grutifications on, I. zog. 

Mi nat, a French meaſure, what, 
III. 360. n. ; ge 

Mint, French unit of weight 
in, II. 287 A of 
Holland, | England, rance, 

Germany, proportion 
among, id. 296. 4405 

Miſtſippi bank of France, uc- 
count of the eſtabliſhment, of, 
NT. 27, 36, 49, Inquiry 
into the motives for its plan, 
id, 40. Not intentionally a 
bubble, id. 47. How the 
failure might = been pre- 
vented, id. 66 How the 
credit of France was deſtroy- 
ed in May 1720, id. 68. | 

Modeſty, reflections on, with 
reference. to the Spartans, I. 
258. 

2 and. democracy, com 
pared, I 242. Their differ- 
ent influences on trade, id. 
243- 2 

Monaſleries, magnificent ones, 
how advantageous to a coun- 
try, II. 43. 

Money, the term defined, I. 32. 
How to be procured, id. ib. 
The plenty of, N * 
luxury, id. 33. Lhe 
of the inteodotion of, on 

6 g 2 trade, 


trade, id. 176. Obſervati- 
ons on that of Sparta, id. 
259. An inquiry into the 
PREP of the ciiculation 
of, id. 360. Real, and ſym- 
bolical,, what, id. 364. I- 
luſttated, id. 381, Ready, 


caution neceſſary in taxing it, 


id. 387. No real and ade- 


quate proportion between, 


and goods, id. 394. In coun- 
tries of ſimplicity, #4. 395. 
In countries of induſtry, id. 
397. Paper, whether advan- 


tageous to a nation, id. 408. 


Whether a tenfold increaſe 
of, in Europe, would raiſe 
_ rices of commodities in 
the ſame proportion, id. 413. 
Whether by” jud Le oo 
be formed concerning the ba- 
lance. of trade of a nation, 
barely from the quantity of 
ſpecie that is found in it, IT. 
4. The diſſipation of by in- 
dividuals, not expedient to be 
checked, id. 46. Defined, 
id. 102. A ſcale for mea- 
ſuring the value of things, i. 
ib. On what principles the 
value of things is detetmined. 
id. 103, The prices of things 
not regulated by the quanti- 
ty of, id. ib. Neceſſity of 
diſtinguiſhing between, and 
-price, id. 104-5. Of account. 
what, and how contrived, id. 
1105-6. Bank, id 107. An- 
gola, id. ib. Uſefulneſs of 
the precious metals in mak- 
ing, id. 108. Standard, how 
to be adjutted, id. log De- 
baſing and raifing a ſtandatd. 
what, id, 110. Alteration 
of the ſtandard, bow to be 
diſcovered, id. ib. Of alloy, 
id. ib, Incapacities of me- 
tals to conſtitute invatiable 
' meaſures of value, id. 111. 
The obligation of ſuch mea- 
fures to be invariable, id. i6. 
Conſequences of their yaria- 
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tion, id. 112. DefeQzof a 
filver ſtandard, id. 113. At- 
uments in favour of a filver 
andard, id. ib. Anſwers to 
thoſe arguments, 114. Uſe- 
ſulneſs of an univerſal mea- 
ſure, id. 115, Why metals 
incapacitated from perform- 
ing the office of, id. 116. 
Wearing in circulation, id. 
ib. Inaccuracy in coining, 
id. 117, Coinage adding to 
the value, without adding to 


the weight, id. ib. he 


ſmalleſt defects of, profited 
by in trade, id. ib. Five te- 
medies 2gainſt the effects of 
the variation in the value of 
metals, id. 118-19. Reme- 
dies againſt other inconveni- 
encies, id. 120. Remedies 
againſt the wearing of coin, 
id. ib. Remedies againſt in- 
accuracy in coinage, id. ib. 
Remedies againſt the expence 
of coinage, id, ib. Remedies 
againſt arbitrary changes in 
the value of coin, id, 121. 
How the market price of the 
metals is made to vary, id. 
121-22. The variation to be 
referred to the riſing metal, 
not to the ſinking, id. 122. 
Of account, how made to 
vary in its value, from the 
variation of the metals, and 
the conſequences, id. 123. 
What the mean proportional 
between the value of the me- 
tals, id. i. Ihe unit to be 


attached to the mean propot- 


tion, upon a new coinage, 


not after the metals have va- 
ried, id. 124. The unit bet- 
tet to be aft red to one metal 
than to both, id. 125. 10 
what variation the unit is ex- 
poſed, from the wearing of 
the coin, id. ib. To what 
variation the unit is expoſed, 


from the inaccuracy in the fa- 
brication of coin, id. 126. 


Variations 


f 
t 
|; 


Variations to which the unit 
is expoſed, from the impoſi- 


tion of coinage, id. 127. 


When coinage impoſed, bul- 


lion cheaper than coin, id. ib. 


Exception, id. 128. Varia- 
tion to which the unit is ex- 
poſed, from the arbitrary 
raifing and debaſing the coin 
by Princes, id. ib. How 
this variation a ffects the inter- 
eſts of debtors and creditors, 


id. 129. A miſtake of Mr. 


Locke in relation to, correct- 


ed, id. 131. Defects in the 


Britiſh coinage, id. 134. Of 
the ſtandard of Engliſh coin 
and money unit, id. 76. Coin- 


age free in England, id. 135. 
Th 


e ſtandard, when attach- 


ed to the gold coin, id 136. 


Conſequences of that _ 
tion, id. ib. Silver, ſome- 
times conſidered as a money 


of accompt, id. 137. Job- 


bers in, their practices ex- 
poet id. 138, 141-42. 
Why filver bullion is dearer 


than coin, 138-39. What 


regulates the price of bullion, 
id. 140. The intrinfic value 
of the currency. id ib. Pa- 
per, the uſe of, not hurtful 
in debaſing the ſtandard, zd. 
146-47. The ſtandard how 
ſheun to have been debaſed, 
id. 150. Proof that the ſtan- 
dard has been debaled by law, 
id. 151. The ſtandard at 
preſent reduced to the value 
of the gold. id. ib. How 
the diſorder in the coin may 
be remedied without incon- 


veniences, id. 152. If the 


preſent ſtandard be departed 
from, all other arbitrary, id. 
153. The preſent ſtandard 
not the ſame with that of 
Queen Elizabeth, id. 154- 
Anecdotes of its alterations, 
id. ib. Debaſing the ſtan- 
dard, chiefly affeQs perma- 


nent contracts, id. 157, Why 
ſilver ſo ſcarce, id. 1 Con- 
ſequences of fixing the guinea 


at 7 ſhillings, id. ib. 


How to fix the pound ſterlin 

at the flancard of Queen Eli- 
zabeth, id. 163. The con- 
ſequences of this reformati- 
on, id. 164. Sufferers by 
the debaſement of the ſtan- 
dard, have a tight to redreſs, 
id. 166. But not the whole 
claſs of creditors, id. ib. 
Whoſe claim ought to be lia- 
ble to converſion, tid. 167. 
ObjeRions againſt the princi- 


' pies before laid down, id. 


169. Antwers to them, id. 
171. Upon whom the loſs 
incurred by- the wear of it, 
falls, id. 174. Inland deal- 
ings not able to ſupport the 
ſtandard where there are mo- 
ney-jobbers, or foreign com- 
merce, id. 175. Public cur- 
rency ſupports the authority 
of the coin, not the value of 
the pound ſterling, id. 177. 
In Bo ſenſe the Randard 
debaſed by law, and in what 
ſenſe by the operation of o- 
ther political cauſes, id. 190. 
The payments made by bank- 
ers regulate all other, id. 191. 
Regulations propoſed for the 


coin, d 210. The firſt in- 


troduction of coinage muſt 
reduce the prices of commo- 
dities, Il. 219. Why the 
doctrine of money appears fo 
intricate, id. 262. The dif- 


ference between raifing the 


value of coin by impoſing coin- 
age, and raiſing the denomi- 
nation of it, id 267-68. 
Whether it is the intereſt of 
England to debaſe the ſtand- 
ard of, i 281. The bor- 
rowing of, for carrying on 


trade, more relative to the 


merchant than the manufac- 
turer, id. 346. 
Monteſ+ 


— 


—— 


— — 
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Manteſi uieu. Mr. examination 

of bis doct ine concerning the 
influcnce of riches on the 
prices of commodities, I. 398. 

Multiphication of people. the 
three principles of, I. go. 
Whether the eſſicient cauſe 
of agriculture, or agricu/ture 
| of multiplication, 14 114. 


- 6000 
Nation, every intereſ in, inti- 
tled to protection, II. 165. 
Nations, trading, compated to 
a fleet of thips, I. 233. 
Navigation, remarks on the 
conſequences of the act of, in 
England, I. 342. 
Naturalization of fir angers, in- 
effectual in the view of low- 
ering the prices of manufac- 
tures, I. 290. 
Neceſſaries, an inquiry into the 
cauſe of a riſe in the pricey of, 
I. 291. Phyſical and politi- 
cal, diſlinguiſhed and 22. 
ed, id. 312. The conſump- 
tion of, how to be aſcertain- 
ed, id. 314. And ſuperflui- 
ties, vague terms when dif- 
ferent ranks of people ate com- 
pared, id. 288. 
Netherlunds, Auſtrian, the ei- 
ties of, in a ſtate of depopu- 
lation, and the reaſon, I 334. 


* 

Nabiliiy, the advantages of a 
numerous one, to a ſtate, I. 
63. Why their ſpitit ought 
to be prelerved, id. i6 Their 
behaviour in the field com- 
pared with that of traders, id. 
64. Poor, reflexions on their 
ſituation, id. ib. 


| O. 
Oeconomy, general definition of, 
I. 1. Family and political, 
diſtinguiſhed, id. 2. Politi- 


cal, when brought to perfec- 
tion, id. 83. als rg I 


Ounces, different, « compariſon 
of, III. 107 N. 


P. 

Padug, obſervations on the ſoil 
and produce of the country 
round, I. 140 ? 

Paper money, how realized, II. 
110. 

Paris, rema1ks on the ſtate of 
ggriculture round, J. 139. 
Pastiſans in France, what, and 
cardinal Richlieu's ſentiments 
on their conduct, III. 153» 
Their extortions, why not 
then to be remedied, id. 154. 
The preſent regulation of 

them, id. ib. 


P ef the ſoldiery, political plan 


for the regulation of, II. 


24525. 

0 thofe made by bank - 
ers regulate all others, II. 
191. 

1 Sir William, his compu- 
tations of the number of in- 
babitants. and conſumption of 
proviſions in England, I. 41. 

Papulation, how limited. I. 18. 
113. What the moſt effen- 
tial requiſite for, id. 25. Re- 
flexions on the beſt means for 
promoting, id. 72. Inquiry 
into the ſtate of, in Great 
Britain, I. 9: Antient and 
modern, politically confider- 
ed, id. 125. 

Populous, inquiry into the mean- 
ing of this word, when -af- 
firmed of a country, I. 102. 

Populouſneſs of antient nations, 
inquiry into the queſtion con- 
cerning, I. 38. | 

Poſts for the conveyance of letters, 
their great uſe in comnnerce, 
I. 180. 

Pound flerling, two legal ones 
in England, II. 144. Cur- 
rent value of, id. 145. How 
determined, id. 146. —— 

h . 
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te good meaſure of id. ib. 
The value of, how marked 
by bullion, fd. 147. How 
to fix it at the ſtandard of 


Queen Elizabeth, id. 163. 


The conſequences of this re- 
formation, id. 164. 
Premiums on exportation 4 com- 
modities, teflexions on, I. 297. 
Preragative, regal, often arbi- 
trarily exerciſed, from a view 
to eſtabliſh public liberty on a 
more extenſive bottom, 4 248. 
_— what underſtood by, II. 


Prices, how regulated on neceſ- 
ſaries and on ſuperfluities, II. 
15. The riſe of, on articles 
of home conſumption, ac- 
counted for, II. 225. How 
kept down on 2 of ex- 
portation, id. ib. 


Princes, how thofe who incline 


to rob their ſubjects, may a- 


void robbing themſelves at 


the ſame time, II. 282. 
Producers and conſumers, an a- 
nalyſis of the principles which 
influence the alterations in 
— "I balance between, 
2 


Profit and Ie, explained and 


diſtinguiſhed, I 206. 

Profits, how they conſolidate in- 
to prime coſt, II. 224. Con- 
ſolidated, the ill effects of, 
and how to remedy, I. 289. 

Property, how regulated under 
the Spartan Government, I. 
252. Inconſumable, what 
I. 360. Conſumable, what, 
id. 361. Contequences of 


the alienation of both kinds, 


id. ib, Incorporeal, id. 369. 
Landed and monied, the dil- 
ferent ways of life of the poſ- 
ſeſſors of each compared, III. 
262. 1. Permanent, the ex- 
pediency of its contributing 
to the Hurdens of the fate, I. 
| 15, Solid, how unde ſtoed, 
149 


 Provifiens, thoſe produced in 


moſt countries, nearly con- 
ſumed by the reſpeRiveinh: 
bitants, I. 109. The confe- 
quences of an augmentation 
in the value of, I. 226 

Public meney, heinous nature of 
all attempts to defeat the ap- 
plication of, I. 297. 

Public ſpirit, an improper priu- 
ciple of action in the govern- 
ed, I. 164. 

Public works, not the produce 
of the wealth of a nation, 


II. 39. 


Q 

Quadrille, the idea of circula- 
tion of wealth in a ſtate, illuſ- 
ſtrated by the game of, I. 


375: 


Rank,the obligation individuals 
are under to uphold that 
which they have once at- 
tained, I. 313. 

Remuage, in the French duties, 
explained, II. 285. . 

Revenue of England at the tevo- 
lution, its amount, III. 145. 
State of, at the acceſſion of 
Queen Anne, id. 165. 

Riches, an inquiry into the ef- 
feQs of, before the introduc- 
tion of trade and induſtcy, II. 
120. 

Richlieu, cardiaa!, his ſenti- 
ments on the public credit of 
France, III. 151. His ſenti- 
ments of the extortions com- 
mitted by the farmers of the 
French taxes. id. 153. Why 
not capable of being remedied 
at that time, id 154 His 
ſcheme for payment of the 

public debts, i. 156. 

Raad:, the advantages of good 
ones to a country, pointed 
out, I. 57. The making and 
improving of, ſhewh to have 
a tendency to deſtioy fiunpli- 
city of manners, II. 34. 

Romans, 


IN D E X. 


Romans, ancient, reflexions on 

- the agriculture of, I. 88. 
The conſequences of their 

ſubduing the Grecian ſtates, 

IL 14. 

Rome, antient, remarks on the 
diſproportion between the 
prices of neceſſaries and ele- 

es in, I. 403. Accounted 
or, II. 14. , Conſular and 
imperial, its ornaments com- 
pared, id. 32. 


| 5 
Scotland, remarks on the ſtate 
of agriculture in, I. 103. Si- 
milar inſtances in other parts 
of Europe, id. 105. Ac- 
counted for, id. 106. Re- 
mark on the variation of the 
rice of oatmeal in, id. 403. 
he nature of banking there, 
II. 364, 387, 392, 775 
Security, real, what, II. 353. 
Self-intereſt, its extenſive in- 
fluence and uſe, in a political 
view, I. 262. 
Senſuality, the term diſtinguiſh- 


ed from thoſe of luxury and 


exceſs, IL 311. 
Silver, in coin, the ſcarcity cf, 


to what owing, II. 123, 134, 


2 Why exported prefer- 
ably to A re "Why 
any remains in England id. 145. 
Riſing in value, id. i6. The 
riſing of, the debaſement of 
the ttandard, id. 192. Queſ- 
tion relating to the ſcarcity 
of, in England, II. 278. 

Simplicity of manners, ſhewn to 
be relative, II. 31. 

Slavery, the origin of, traced, 
I. 22. Its effects on the 
multiplication and employ- 
ment of mankind, i4. 36. 
Whether induſtry can be in- 
troduced in a ſtate where 
the former is eſtabliſhed, 74. 
168. Its operation in Ame- 
rica, id. 169. Real, pre- 


ferable to a nominal liberty, 
id. 244. 

Society, primitive, an idea of, 
illuſtrated in the hiſtory of 
12 the patriarch, I. 23. 

eflexionson the preſent ſtate 
of, compared with remote 
times of primitive ſimplicity, 
id. 69. The beſt bond of, 
id. 84. The belt principle 
on which it is to be governed, 
id. 163. | 

Societies, human, in what re- 
ſpeQs they all apree, I. 6. 

Sul. a rich one, its diſadvan- 
tageous effects on the inhabi- 
tants of it, traced, I. 34. 
Why leſs fruitful countries 
flouriſh moſt, id. 35. 

South-ſea-Scheme, compariſon of, 
with that of the MidiGppi, 
III. 170, 171, m. 

Spain, remarks on the ſlate of 
huſbandry there, I. 89. On 
the depopulation of, id. 107. 

Spartans, how prevented from 
having an intercourſe with 
foreign nations, I. 257. Their 
modeſty, id. 258. The onl 
articles of trade among, id. ib. 
Obſervations on their money, 
id. 259. Concluſions drawn 
from a ſuppoſed adoption of 
their ſyſtem by any modern 


nation, id. ib. See Lycurgus. 


Spirit of a People, whereon 
formed, I. 8. 

Standard of Engliſh coinage, re- 
merkson, II. 558, 134 When 
attached to the gold coin, id. 
136. How ſhewn to have been 
debaſed, id. 136. Not the 
fame now with that of Queen 
Elizabeth, id. 154. Anec- 
dates of its alterations, rd, 16. 
The debaſing of, ſhewn 
chiefly to affect perwanent 
contreQs, id. 157 lu what 


ſenſe debaſed by law, and in 
what ſenſe, by the operation 
of political cauſes, id. q 
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INDE x. 


Of Elkzabeth, its advantage 
over that of Mary, I. id: tg7. 
Alrerarion of, how it affects 
| different intereſts, id. 208. 
A more eaſy method of mak- 
ing a change in, propoſed, 
209 hether it is the 
intereſt of princes to debaſe, 
II. 282. The proper argu- 
ments againſt it, 1%. 284. 
Standing armies, the nature and 
uſe of, explained, II. 17. 
The conſequence of trade and 
induſtry, id. zo. The bif- 
tory of, id. 2124. 
State, how to preſerve a trading 
one from decay, — 224. E- 
very change in, advantagedus 
to ſome claſt ot other, id. 


418. | 

ane, the term defined, I. 
149, 151. Modern, his ex- 
© traordinary influence and ad- 


Vvantazes, beyond thoſe of 


- 379. His actions not to be 

eſtimated by the rules. of pri- 

vate morality, II. 9 
ur public, how fat expe- 


Subordination, how produced 


in ſociety, I. 21. Political, 
| — and diſtinguiſhed, 
1d. 238. The boundaries of, 
drcduced, id. 244 Whetein 
that which now ſubſiſts in 
trading nations differs from 
that which obtained under 
the old feudal .fyſtems, 7d. 
i 249. . —5 
uperfiuiltits, domenic con 
| — in the — of 
them, to be diſcouraged, id. 
271. fo 


| T. 
Tailli, in the French taxes, ex- 
plained, III. 280. n. 
Tariffee, in the French taxes, 
explained, MI. 282. 3. 


Tame, general refloxions en, I. 


Vol. UL. 


' the right of impo 


- 13+, «From what - principle 


the impoſition of them is juſ- 
tifable ; end the proper ap- 
lication of them, id, 269. 
he proper uſe of, in regu- 


lating the ſeveral articles of 


trade, to ſuit temporary cir- 
cumſtances, id. F oy Why 

ng, ſcarce- 
ly any here attached to toy- 
alty, d. 335. The plan of, 


under pure monurchies, and 


under limited monatchies 


compared, id. 353. _— 


ceſlity of, under a dees 
foreign trade, i 354. Their 


internal effects on the ptople, 
"id 4374. 


Their operation on 


* d - g 'h . 
| hookers 165 The pe 


and confumers in, . 388. 


reguluted by the pro- 


portion between foreign and 


domeſtic circulation, d. 300. 


Only a liquidation of the un- 
tient perſonal ſervices, II 45. 
. Hiſtory of, . 18. The per- 


= ceſſation 


9 of, argued, d. v0. 
The 2 of a total 
„ III. 243. The 


word defined; and the various 
| kinds of, ſperifiedy id. 268. 
The various objects of, or 
funds for taxation, 1d. 270. 


Propottiona ], affect only the 


. idle, id. 272. In what man- 
ner they. raiſe the mice of 
_ commodiries, d 277. Where 


”- 


they ultimately fall, id. 278. 
Cumulative, what, in Eng- 
land and in France, 14. 279- 
80 The height of, in Eng- 


land, not ſo prejudicial to its 
foreign trade, as the idleneſs 


and luxury of manufacturers, 
id. 287-88, Proportional, 


| their effects, id. 291. Good 
method of raiſing, id. 298. 
Cu ulative, the natute of, 
explained, id. 304-24 Com- 
pared with proportional, id. 
304. How a cumulative tax 

H h s 


* 
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is convertible into a propor- 
tional one, id. ib. Conſe- 
quences of, when the amount 
is properly applied, id. 307. 
Of the extent of taxation, 7d. 
2311. The hardſhip of, in 
thoſe inſtances where no a- 
lienation takes place, id. 314. 
The difficulty of eſtabliſhing, 
upon barter, id. ib. Draw 
an additional ſum. of money 
igto circulation, 1d. 315. 
- The extent of , cumulative 
tazet, id. 322. Method, of 
+» aſcertaining the value of land- 
ed property, d. 1323 lu 
poſlibility of eſtabliſhing, up- 
on the income ſpringing from 
money, id. ib. Intereſt of a 
--- whole people conßdered with 
teſpect to, id, 326. Conſe- 
quences. of aboliſhing taxes 
|. relative to the cumulative in- 
tereſt of a whole ſtate, 1d. 
327 Conſequences of ſuch 
_- abolition, to thoſe who are 
fed by the produce of taxes, 
14. 330. Jadiciouſly impoſ- 
ed, and equitably levied, en- 
-- tich a nation, id. 338. Whe- 
ther they promote induſtry, 
id. 340. Upon land, conſi- 
derations on, id. 345. On 
land, how levied in England, 
id. 349 What the moſt 
proper. method of iu poſing, 
on land, id. 361. What the 
- | beſt metbod of levying, gene · 
rally, id. 363. On land, he- 
- ther poſſible ta be converted 
into one of the proportional 
kind, 4 376. ' 
Taxation, why ſo little found 
under feudal governments, I. 


Tee 

W Sir William, his ſym- 
bolical repreſentation of a 
flouriſbing ſtate, I. 71. 

Theft, why encouraged by Ly- 
curgus among the Spartans, 
I. 257. 

Theory, reflezions on the bene- 


END REX. 


- fit of, in the arts, I. 67. Its 
uſe, in political reſearches, 
II. 118. Not exactly con- 
firmed by experience, and 
why, id. 224. And practice, 

. remarks on the difference be- 

- tweeh, in political ſubjects, 

I. 298. 

Tithes, under what ſpecies of 
taxation to be ranked, III. 

281. Ihe moſt oppreſlive 

. kind of tax upon landed pro- 
perty, id. 351-52. 

Trade, its beneficial tendency 
traced, J. 118. A definition 

of, id. 166. Whether the 
cauſe ori the effect of induſ- 

try, id. 170. The progreſs 
cot, traced, id. 175. A re- 
publican form of government, 

. an} thoſe which approach 
neateſt to it, moſt favourable 
to, id 242. Its influence in 

; creating national connexions, 

id 266. Its natural diviſion, 

id. 301. Infant, by what 

means to be encouraged, 7d. 

302. Foreign, the ruling 

rinciples of, id. 304. In- 

wo jand, as ſuppoſed tq take 
place on the extinction of fo- 
reign trade, id. 305, In- 
quiry into the expediency of 
laying it open, 1d. 424. Na- 
tural conſequences of it, id. 
425. The interelt of, exa* 

mined, II. 204. 1887 

Trade, inland, how it may 
mede a teſource on the decay 
ot foreign, I. 319. 

Trade, foreign, paſſive and ac- 
tive diſtinguiſhed, I. 184. 
The progreſs of, traced, 1d. 
185. IIluttrated, id. 191. 
An examination of the prin- 
ciples on which it may be eſ- 
tabliſhed and preſerved as 
long as poſſible, id. 267, On 
what it is founded, id. 273. 
Inquiry into the cauſes of the 
decay of, id. 278. The 
proper remedies paths 

id, 


id. 279, 319. Its extenſive 
uſes, 1d. The proper 
remedies in caſes of ſucceſſ- 
ful rivalſhip in particular ar- 
ticles of it, id. 328, How to 
put a ſtop to it in manufac- 
tures, when the balance of it 
turns againſt a nation, id, 
336. Cautions againſt haſty 
meaſures in ſuch inſtances, id. 
338. The natural conſe- 
quences which will reſult up- 
on the ceſſation of it, i 350. 


Trading nation, the true policy 


of, I. 262. 
Traittes, in the French taxes, 
explained, III. 255. . 
| Troops, foreign, how they be- 
come neceſſary to a (tate, II. 
24. Plan to ſuperſede the 
neceſſity of, id. 25. 


8 

Value, the exact ſcale of, what 
II. 272. | 5 Y. 

Vauban, Marechal, obſesvati- 
ons on his ſcheme of raifin 
the land-tax in France, III. 


6, 351. 
Vice the proper method of 
— among a people, I. 
e reflexions on the 
litical tendency of, I. 88. 
Viſa, the nature of that com- 
miſſion explained, III. 120. 
Uſenſfil, in the French taxes, 
what, III. 280. n. 


W. 
Wants, reciprocal, the political 
uſe of, among a people, I. 


28. 
War, all hiſtory full of, II. 23. 


The different methods ot raiſ- 
ing the ſupplies for, by the 


—_— powers of Europe, 
. 1 


N. 

IWealth 7 a nation, the ill con- 
ſequences of its remaining in 
few hands, I. 26 Of anti- 
ent nations, how ditferently 

acquired, id. 324. Natural 
conſequences of its being 
withdrawn from foreign trade, 
to domeſtic circulation, 14. 
351. Whether to be efti- 
mated by the quantity of coin 
in it, II, 258-5 he laſt 
ſacrifice a ſtateiman ought to 
make in caſes of emergency, 
I. 339 Obſervations on that 
of a trading nation, id. 355. 
Two kinds of circulation of, 
in a ſtate, id. 373. 

Weights in different places, the 
uncertainty of, wn, III. 

10%. u. 

Nod, whether an increaſe in 
the conſumption of, for fir- 
ing, a public diſadvantage, 
I 145. 


| Wal, inquiry into the principles 


which operate in regulating 
the trade in, I. 274. 


M vollen mamufacture, by what 


means it has been augmented 
in En land, I, 36, 

Mor di, — obſervati- 
oa reſpeRing, I. 310. 

Work, an examination into the 
alterations of the balance be- 
tween, and demand, I. 217. 
The proper means of lower- 
ing the price of, when increaſ- 
ed by the augmentation of. - 
the value of ſubſiſtence, id. 
227. 


X. 
Kenophon, his plan for the pro» 
per employment of the Athe- 
| nian people, II. 35. 
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